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A B S T R A C T 
Since gaining independence, the Third World Countries 
have been directly confronted by the grave problems of mass 
poverty, unemployment, malnutrition and hunger, as they have 
sought to establish their economic and social policies. 
Although more than four decades have passed since gaining the 
main wave of independence, the lot of LDCs appears grim and 
with few exceptions, they are still far from being 
considered as developed. During the decades of sixties and 
seventies, the world economy has witnessed growths in 
industrial and agricultural productions and in international 
trade. Undoubtedly the world trade has always been dominated 
by the developed market economies, at the same time 
developing countries have also shown a marginal improvement in 
their export performances. However the fact remains that a 
sizeable number of world population still lives in absolute 
poverty in developing countries, resulting an economic gap 
between developed and developing countries and over the last 
two decades instead of narrowing, this gap has been ever 
widening. 
In these circumstances, the LDCs have raised the 
changes in the working of international institutions and rules 
of the world trade and they have strongly stressed for an 
engine of growth which may bridge the gap between the 
developed and developing countries. In fact, the developing 
countries have realized that they themselves have to provide 
this 'engine of growth' which can only be in the shape of 
exchange of goods and services, and explore the scope for 
mutual cooperation. 
The concept of this type of cooperation among the 
Third World Countries, better known as 'South-South' 
Cooperation, has become all the more compelling in view of the 
present unequal world order. This will strengthen their 
economies, improve their terms of trade and speed up the 
process of their development. The promotion of South-South 
Cooperation within the broader context has been stressed by 
UNCTAD and the non-aligned movement. Perceptive analysts of 
economic development, like Sir Arthur Lewis, see the 
historical engine of growth of trade with the North slowing 
down and recommended that the potentially powerful engine of 
South-South trade be harnessed to replace it. Thus self-
sustained growth in the south needs to be based increasing on 
South-South trade and this can be promoted only by the 
deliberate process of efficient import substitution for the 
products purchased from North. However the South-South 
Cooperation should not be taken as a substitute for the North-
South Cooperation, nor should it, in any way replace the 
developed countries from their responsibility and commitment 
towards the less developed countries. 
Third World economies are at different stages of 
economic and industrial development and together they present 
a considerable concentration of resources with vast markets 
for industrial products. India, relatively placed high among 
developing countries is capable to share her development 
experience with other developing countries. India has been 
one of the keenest supporters of South-South Cooperation 
among Asian Countries. One example of such cooperation is 
her economic relations with West Asian Countries, which has 
been extended through increasing commercial and trade 
transactions and more recently it has been coupled with 
production cooperation through transfer of technology and 
skilled services. The West Asian Countries emerged as India's 
leading trade partners since 1973-74, which is also known as 
post-oil revenue boom era for a number of countries of the 
region. The principal objective of the present study is to 
probe in some depth India's economic relations with Iraq and 
Iran since 1972 in the backdrop of unprecedented increase in 
the oil revenues of Iraq and Iran particularly since the 
first oil crisis of 1973-74. Rise in the crude oil prices by 
nearly four times in 1873-74 and again by about two times in 
1979 shook the world economy and it took time to adjust 
themselves in the changed circumstances. On the other hand 
it accumulated huge oil revenue surpluses which altered for 
the first time the resource flow of finance in the hands of 
few OPEC members. Hence the study attempts to focus India's 
response to the changed circumstances particularly in her 
economic relations with Iraq and Iran. The study covers, 
apart from 1973-74 oil price hike, the responses of 1979-80 
oil prices as well as the impact of Iran-Iraq war and soaring 
oil prices in mid eighties. 
A thorough study of the patterns of India's trade 
relations with Iraq and Iran in terms of imports and exports 
of India with the two countries have been made. In addition 
the study has highlighted sectoral areas of each economy in 
which trade and other types of economic cooperation could be 
enhanced on rational basis for increasing the prospects of 
promoting bilateral cooperation. Hence the thrust of the 
analysis is to highlight the major issues related to 
bilateral and multilateral economic relations of India with 
Iraq and Iran so as to provide a basis for a more 
comprehensive strategy for fostering economic and commercial 
relations on a reasonably sound basis. 
The study is based on the analysis of emperical data 
collected and compiled mainly from Directorate General of 
Commercial Intelligence and Statistics (DGCI&S), Annual 
Reports of Ministry of Commerce and Ministry of Finance, 
Reports of Reserve Bank of India (RBI), India, Economic Survey 
of Government of India, International Monetary Fund (IMF) and 
World Bank, varied UN agencies and publications of OPEC. 
Surveys conducted by Federation of Indian Chambers of Commerce 
and Industry (FICCI), Indian Institute of Foreign Trade 
(IIFT) and India Investment Centre (IIC) have also been 
utilised. Since the original data from Iraqi and Iranian 
sources are not readily available the study is based on 
secondary sources provided by Indian and foreign agencies in 
some cases. 
The study is divided into six chapters. The first 
chapter deals with the overall socio-economic scenario of 
India's two trade partners namely Iraq and Iran. It also 
deals with the prospects of economic and technical 
cooperation among developing countries as well as the 
historical background of Indo-West-Asia relations and their 
prospects in modern times. An attempt in Chapter II has been 
made to analyse, in details, India's trade relations with Iraq 
and Iran since 1972. The impact of oil revenue boom of 1973 
and 1979 and the response of Iran-Iraq war on India's trade 
with these two countries have been incorporated in this 
chapter. Chapter III discusses the commodity composition of 
India's trade with Iraq and Iran. The analysis is made on two 
levels; first according to SITC Section level and secondly on 
three digit group level. The exports of primary and 
manufactured goods to Iraq and Iran and India's import of 
crude oil and petroleum products from those countries have 
been analysed thoroughly. Chapter IV deals with India's 
receipt of grants and aids from Iraq and Iran and purpose-
wise distribution of these loans in various sectors. In 
Chapter V an attempt has been made to trace out various 
agreements of economic collaboration in the field of joint 
ventures and project exports to Iraq and Iran from India. 
Chapter VI presents the summary and major conclusions of the 
analysis. The major findings of each chapter as well as 
recommendations have been incorporated in this chapter. 
During the last two decades, phenomenal changes have 
taken place in the volume and composition of India's total 
trade as well as her pattern of trade with Iraq and Iran. 
India's exports to Iraq and Iran during.the last two decades 
or so, have been fairly well, judged from the available data. 
This is contrary to the general impression that the Indian 
exporting community has not adequately exploited enormous 
market potential. This impression is the out come of the fact 
that the Indian shares in growing Iraqi and Iranian markets 
since 1973 has not only been insignificant but has fallen 
overtime. Although India's exports in absolute terms had 
increased during that period but the mere fact is that her 
share in total imports of these countries has declinec over-
time. Thus the rise in Indian exports was only due to the 
rising import demand of these countries essentially. The 
Indian exporting community actually could not exploit the 
opportunities available there to its full extent, for varied 
reasons. 
The commodity composition of India's exports to Iraq 
and Iran is concentrated in the category of "Food and Live 
Animals" including such items like, meat, rice, spices, 
fruits and more specifically tea and coffee. The important 
category is 'Basic Manufactures' including metal manufactures, 
wood manufactures, pearls and precious stones, iron and steel 
etc. India has also exported the items in the category of 
'Machinery and Transport Equipments' like boilers, engines, 
telecommunication equipments, electronic goods etc. and other 
assorted engineering items. These three commodity groups 
h^ve constituted more than 90 per cent of India's total 
exports to Iraq and Iran during the period under review. 
The Gulf countries oil wealth was utilised in the 
form of grants and aid to other developing countries also. 
However, India received very meagre portion of aid from 
these countries. Although Iraq and Iran both extended few 
loan packages to India but that was almost negligible in the 
context of India's large foreign exchange requirements and 
potential . 
India was very much successful in project execution in 
Iraq. Both Indian public and private firms had been actively 
engaged in Iraq in civil engineering and mechanical erection 
projects and have also made their presence felt in many 
turnkey projects. During the period of Iran-Iraq war also, 
India was engaged in the largest number of projects in Iraq. 
India could not get any significant success in the Iranian 
market in the market of project execution for several Internal 
and regional reasons. 
The eight year long Iran-Iraq war destablised to a 
greater extent India's economic relations with these 
countries. During that period, our exports to these countries 
declined and merely few primary products were exported. 
However after cease-fire between Iran and Iraq in August 1988, 
it was expected that the construction process of war ravaged 
economies could provide some opportunities and scope for 
Indian exporters and contractors. But in August 1990, Iraq 
invaded Kuwait and as a result UN imposed trade embargo and 
sanctions against Iraq which is still continuing. Iraq was 
forced to evacuate Kuwait, and finally as a result of 
intensified war against Iraq by U.S. led allied forces 
compelled it to leave Kuwait in 1991, but the embargo and 
sanctions are still going on. It is expected that in the 
future when the sanctions against Iraq are lifted, it will 
provide an opportunity for India to explore the possible areas 
of cooperation. 
India has certainly not exploited the opportunities 
to the fuller extent availagle in Iraq and Iran during the 
past two decades, however she tried her best to modify and 
renew the trade and other areas of cooperation with Iraq and 
Iran. Fresh efforts are being made to diversify the existing 
links and deepen the relationship by establishing and 
renovating the joint commissions in various fields to explore 
the possibilities of new areas of cooperation. In order to 
explore and execute new contracts and projects, apart from 
maintaining the export of traditional and capital goods, 
fresh marketing efforts are being made and quick follow-up 
taken to obtain an increasing shares in current purchases and 
other development programmes of these two leading countries 
of the Gulf region. Some concrete measures in the form of 
exploring the market demand structure and analysing the 
structural transformation of the two Gulf economies are 
required. Besides we have to follow some aggressive economic 
diplomacy vis-a-vis these countries. 
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P R E F A C E 
The need for economic and technical cooperation among 
Third World countries has been advocated since early sixties 
and is a subject of concern for all developing countries. This 
type of economic cooperation, better known as "South-South 
Cooperation", is not just an exercise on paper, but it has been 
extended widely through increasing commercial and trade 
transactions as well as transfer of technology and exchange of 
skilled manpower among developing countries. 
The basic objective of the present study is the 
furtherance of national and collective self-reliance of 
developing countries to solve their development problems. The 
Third World Countries, taken together, have enormous rerpurees, 
large capability of production and, therefore, stand to derive 
greater mutual benefit by working together in close 
cooperation. India, relatively placed high among developing 
countries, is cap«able of sharing her development experience 
with other developing countries in varied sectors of the 
economy. 
ii 
In the above context, the present study is a modest 
attempt to analyse in detail India's economic relations with 
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Iraq and Iran since 1972. Rice in the crude oil price in 1973 
and again in 1979, really shook the world economy and huge oil 
revenue surpluses were accumulated by the oil exporting 
countries. The purpose of this study is to bring into focus 
India's response to the changing circumstances, in her economic 
relations with Iraq and Iran. The study co'vers, apart from 
1973-74 oil price hike, the impact of 1979-80 oil prices as 
well as the impact of Iran-Iraq war and soaring oil prices in 
mid-eighties, on India's economic relations with Iraq and Iran. 
In addition it highlights the sectoral areas of each economy in 
which trade and economic cooperation could be increased, on a 
reasonably sound basis. In the light of the analysis of the 
data, positive suggestions have been offered to further 
strengthen our economic relations with Iran and Iraq. 
This work would have not seen light of the day without 
the spirited guidance and expert comments of Dr. Nazlm Ali, my 
research guide. I am most grateful to him for devoting his 
valuable time and benefitting me from his knowledge during the 
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completion of my study. I owe to Prof. Akhtar Majeed,Director, 
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providing me facilities and support to work in the Centre. 
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CHAPTER - I 
INTRODUCTION 
CHAPTER - I 
I N T R O D U C T I O N 
I R A Q 
(1.1) Geographical Location and Climatic Conditions : 
The Republic of Iraq (Al-Jumhuriya-al-Iraqiya) is an 
almost land locked state in Western Asia, with a narrow outlet 
to the sea on the Persian (Arabian) Gulf. Its neighbours are 
Iran to east, Turkey to the north, Syria and Jordan to the west 
and Saudi Arabia and Kuwait to the South. The climate is 
extreme, with hot dry summer, when temperature may exceed 
43°C (109°F) and cold winters specially in the high lands. Pre-
cipitation pattern changes over the North-West to the South-
East orientation, as the country's phisiographic regions with 
the Tigris-Euphratese basin receiving roughly 16 inches 
(400mm) of annual and the South-Western desert less than 4 
inch. The high lands receive as much as 40 inches at the 
highest elevation. The climate of Tigris-Euphratese basin can 
Europa Year Book: World Survey, Country Chapter 'Iraq', 
Vol. II, London, 1985, p. 1847. 
be characterised as overwhelmingly hot in summer and humid near 
the rivers. Total land area is 438, 317 sq. km. or 169, 235 
sq . miles. 
The official language of Iraq is Arabic spoken by about 
80 per cent of the population. About 15 per cent speak Kurdish 
while there is a small Turkoman speaking minority. About 95 
per cent of the population is Muslim, of whom more than 50 per 
cent belong to the Shiah sect. However the present regime 
which came into power in 1968 has been dominated by members of 
3 
sunni sect. 
(1.2) Historical Evolution : 
Iraq was formerly part of Turkey's Ottoman Empire. 
During the first World War it was captured by British forces. 
In 1920 Iraq was placed under league of nations mandate 
administered by U.K. In 1921, Amir Faisal Ibn Hussain was 
proclaimed King,General Nuri-el-Saeed became prime minister 
in 1930, who was a leading personality in Iraq's political life 
at that time. After prolonged negotiations, a 25 year Anglo-
Iraqi Treaty of alliance was signed in 1930 and subsequently 
Iraq became independent sovereign state in 1932. King Faisal 
died in 1933, and his son Ghazi became king for a short period 
and died in 1939. The new king was only three years old at the 
2. The New Encyclopaedia Brltannica, Micropae, Iraq, 
Vol. VI, Chicago, 1987, pp. 376-77. 
The Europa Year Book, London, op. cit., p. 1847. 
time of his accession and his uncle Abdullah acted as regent 
untill 1953, when the King assumed the full power. The consti-
tutional union party founded by General Nuri-es-Saeed in 1949 
became sole legal party in 1953. On 14 July 1958, a military 
revolution overthrew the Iraqi monarchy. King Faisal II, 
Prince Abdullah and General Nuri were killed. The victorious 
rebels proclaimed a republic with Brig, (Later Lt. Gen.) Abdul 
Karim Kassem at the head of a left wing nationalist regime.^ 
In 1963, the Pan-Arab elements in the armed forces staged a 
coup in which Kassem was killed. A nev7 government was set up 
under Col. (Later Field Marshal) Abdul Salam Mohammad Aref, who 
had briefly hold office as Dy, Prime Minister after the 1958 
revolution. President Aref was killed in an air accident in 
1966 and was succeeded by his brother Major General Abdul 
Rahman Mohammad Aref. -The second President Aref was out set by 
the members of Arab Ba'ath Party on 17 July 1968. Maj. Gen. 
(later Field Marshal) Ahmad Hasan Al-Bakar, a former Prime 
Minister became President. On 16 July 1979 the Vice Chairman 
of revolutionary command council (R.C.C.) which is the most 
powerful governing body, Saddam Hussain, replaced Hasan Al-
Bakar as Chairman and became President of Iraq and he continues 
till todate. In June 1980, the elections, the first time since 
1958 were held for a 250 member of national assembly. 
Since 1980, Iraq was having war with her neighbour, 
Islamic Republic of Iran on the issue of Shatt al-Arab water 
Ibid., p. 1848, 
way in Persian (Arabian) Gulf. This war continued for a long 
period of about nine years uptill 1988. A cease-fire took 
place in August 1988 with the mediation of U.N. 
In August 1990 Iraq invaded and then annexed Kuwait as 
its 19th province. Considerable international pressure 
including a United Nations imposed embargo against Iraq to 
evacuate Kuwait went unheeded. Seeking Arab leader's role 
Saddam Hussain tried to involve the Palestinian issue without 
much success. 
On 29th November 1990, United Nations Security Council 
authorised all necessary means to free Kuwait after 15 January 
1991. Nineteen hours after the dead line, U.S. led allied 
forces began a war which lasted for more than six weeks. It 
left Iraq as well as Kuwait in a mire of destruction that would 
take them years to recover from. 
Iraq accepted a humiliating defeat. The annexation of 
Kuwait was formally renounced, Iraq accepted liability for the 
damage it caused Kuwait and promised to return the property and 
gold it took away. 
This war caused huge damage and heavy losses to Iraq. 
The oil industry which accounted for more than 95 per cent of 
Iraq's foreign exchange earning's was left bombshattered: 
wells; pipelines, pumping stations storage tanks and export 
terminals had all been bombed. An estimated 80 per cent of 
refinery capacity had been destroyed. About thirty bridges 
over the Euphrates and the Tigris rivers were destroyed. 
Factories were hit and so had been homes, shops and offices and 
the airport. Iraq's enviable military arsenal has been 
nullified for all practical purposes. Estimates of the damages 
are of the order of U.S. $ 100 billion.^ 
Before the Iran-Iraq war, Iraq produced oil at the 
rate of 3.5 million barrels per day (mbd). The production rate 
fell to 0.9 mbd in 1981 and did not rise above 2 mbd till 1987. 
Oil export earning losses during the eight year Iran-Iraq war 
is estimated at between U.S. $ 40 and 45 billion. Production 
increased to reach a little above 3 mbd in the first half of 
1990.^ 
After the UN embargo against Iraq, production dropped 
again to 0.3 mbd in September 1990. Production was limited to 
only as much Iraq could refine itself and could truck to 
Jordan. By December 1990 production had dropped to only 0.425 
mbd against an OPEC quota of 3.14 mbd. According to one 
estimate, Iraq lost nearly one billion dollars of oil revenue 
in two weeks because of the trade embargo. According to 
another estimate, Iraq lost four to five billion dollars in 
oil revenue in 1990 compared with the revenue in 1989. 
According to United Nations estimates, Iraq needed $ 9.8 
billion for the reconstruction of its civilian structures in 
the city of Baghdad alone. The 43 day war had ravaged, 
Economic Profile of 65 major Countries, Economic 
Intelligence Service, Centre for Monitoring 
Indian Economy, Bombay, 1991, p.55. 
Ibid., p. 55. 
Baghdad, Basra, Karbala and numerous cities and sites, to 
rubble. But today the Iraqis have rebuilt the destroyed 
buildings and basic infra structure. The broken bridges have 
been repaired. Almost all telecommunication centres, broad-
casting stations, TV centres have been restored to near normal 
working, 75 per cent of power generation plants have now been 
rebuilt in spite of economic embargo. 
No doubt, petrol is still the cheapest commodity in 
Iraq, but the UN sanctions do not permit Iraq to export even a 
drop beyond its borders. Iraq has oil reserves worth 13 
billion tons for export which could meet the food shortages 
but the United States has taken an obstinate stand banning 
export of oil. Iraq was earning $ 25 billion from oil exports 
per annum. The UN allowed Iraq to sell oil worth about $ 1.6 
billion through the UN only. The UN was only authorised to 
sell it and then buy essential commodities to be distributed 
thorugh its agencies alone. This was rejected by Iraqi 
government as it amounted to "direct Interference" into the 
Q 
internal affairs of a sovereign nation. 
Reparations to Kuwait remain an unresolved question. 
According to an estimate this could be around $ 100 billion. 
Other governments and companies could demand compensation for 
7. The Hindustan Times, vol. LXVIII, No. 160, June 9, 
1992, New Delhi. 
8. Economic Intelligence Service, Bombay, op. cit., p.56. 
9. The Hindustan Times, (New Delhi), op. cit. 
their losses. Iraq's foreign debt was already between $ 60 and 
75 billion before its Kuwaiti misadvanture. Last but far from 
the least, scores of thousands of men are feared dead. The 
living people are reduced to spending most of their time 
searching for food and water and children are suffering from a 
widespread epedmics. It may take any thing from five to ten 
years to rebuild Iraq. It would also require considerable 
access to loans and technology. Remarkably, Saddam Hussain 
has continued to be in power in spite of the shattering defeat 
as also the domestic revolt against him after the war. 
(1.3) Structure of the Economy : 
Iraq has a developing, largely state owned economy. 
The GNP was estimated in 1988 at US $ 39.50 billion, about 
11 $ 3020 per capita. Real GDP is estimated to have increased 
at the rate of 6.1 per cent per annum during the sixties. In 
the seventies, thanks to the oil boom, the growth rate 
increased substantially to more than 12 per cent per annum. 
Data availability on the economic performance during the 
eighties is very sketchy. Between 1980 and 1985 real GDP 
declined in real terms at an annual rate of 2.1 per cent. Per 
12 
capita income declined by 4.8 per cent per annum. This 
decline is attributed to the out break of Iran-Iraq war in 
10. Economic Intelligence Service, Bombay, op. cit., p. 56. 
11. Ibid. 
12. The Europa World Year Book 1990, Country Chapter 'Iraq' 
vol. I, Europa, London 1990, p. 1363. 
8 
1980. In 1986 the fall in crude oil prices led to a further 
decline in real GDP. While there is no data on the growth of 
real GDP after 1986, it is known that in nominal terms GDP 
did increase by 9 per cent in 1987 and by 18 per cent in 
1988.^^ 
Agriculture accounts for about 16 per cent of the GDP 
and employs about 30 per cent of the population. Only about a 
fourth of the total geographical area is cultivable. The 
world's biggest date production are in the southern Iraq. 
According to information available in June 1989, a giant 
$ 97.4 million land reclamation project was under way to 
increase the land under cultivation. The project comprised of 
51 kilometer long concrete canal with several sub outlets with 
a collective length of 444 kilometers. The discharge capacity 
of the project would be 14.5 cubic meters per second. 
The Tigris and Euphrates rivers are the main sources of 
irrigation for these cultivated lands. However, much of the 
land is saline and therefore not very densely cultivated. The 
flow of Euphrates is expected to decline due to large 
irrigation projects planned in Turkey. By late 1988, Turkey 
had already began work on the south-east Anatolia project which 
is a scheme of 13 dams on the Euphrates. 
Iraq has been striving to make radical changes in its 
economic structure and transform its oil dependent economy into 
13. Economic Intelligence Service, Bombay, op. cit., p. 56. 
14. Ibid. 
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a diversified economy. Iraq is the only country among the oil 
rich Gulf states that has not made much investment in real 
estates or stocks and shares abroad. Iraq has been devoting 
its surplus oil earnings to ambitious projects within the 
economy. Industry accounts of 43 per cent of GDP and employs 
22 per cent of the population. Manufacturing activity is 
dominated by small craftsmen accounts for only 10 per cent of 
the GDP. Among the manufacturing indsutries, food, beverages 
and tobacco and chemicals are the largest machinery and 
transport equipments account for only about 10 per cent of the 
total value added in the manufacturing sector. 
Petroleum is the most important resources of the 
economy. Before Iran-Iraq war, oil accounted for roughly 
80 per cent of the government revenue, three-fifths of the GDP 
and almost 99 per cent of export earnings. Iraq officially 
assessed its proven reserves of crude petroleum at 13 billion 
tons in 1988. Much of Iraq's oil wealth was used in building 
its massive military arsenal and fighting its costly wars. 
Before the 1991 war, Iraq's 5600 tanks were more in number than 
the combined tanks of Kuwait, Saudi Arabia, UAE, Bahrain, Qatar 
and Oman. Same was the case in its 8,100 armoured vehicles, 
574 air crafts, and 77 helicopters. The army consisted of a 
million men. 
15. Economic Intelligence Service, Bombay, op. cit., p.56. 
11 
Mining, including production of crude petroleum and gas 
contributed about, 25 per cent of GDP in 1985. The principal 
mineral exports are crude petroleum and petroleum products, 
sulpher and phosphate based fertilizer. In addition Iraq has 
substantial reserves of natural gas. The most important sector 
in terms of value of output are petroleum refining, chemicals, 
food processing, glass production and textiles. 
In 1987, Iraq recorded a trade surplus of US $ 1599 
million. In 1985, the principal source of imports was Japan 
(15.5 per cent) while the principal market for exports 
(excluding petroleum and petroleum products) was Turkey. Other 
major trading partners are Germany, USA, Italy and France. 
Crude petroleum is by far most important export accounting 
1 fi for 98.62 per cent of total exports in 1983. Dates are 
second most important export commodity. 
Since the cease-fire in Iran-Iraq war in August 1988, 
the government's economic priority was to expand the industrial 
sector in order to reduce the economy's vitrual total 
dependence on exports of petroleum. This was to be achieved by 
first strengthening the petroleum industry to provide revenue 
for economic development and to reduce the foreign debt. But 
due to Iraq's invasion of Kuwait and consequently the UN em-
bargo of Iraq, all the programmes have been stopped. 
16. Economic Intelligence Service, Bombay, op. cit., p.57. 
12 
The 1990 Investment plan allocated $12.4 billion for 
the industrial sector. A contract was signed with the Italian 
company, Danielli, to build a 300,000 tonnes per annum steel 
plant. The plant was expected to be completed by 1990. The 
Iraq also had plans to build a $ 800 million aluminium smelter 
with French collaboration. Iraq's refineries were situated in 
Kirkuk, Baghdad (Al-Daura) and Basra. The Basra refinery was 
damaged by the Iran-Iraq war and the others are feared 
destroyed in the war with the Allied forces. 
ISLAMIC REPUBLIC OF IRAN . ^^^-^ 
9^ e .-
(1.4) Geographical Location and Climatic Conditions : 
The Islamic Republic of Iran is situated in South-
western Asia, covering an area of 634,724 sq. miles (1643958 
sq. km.), it is bounded on the North by the Caspian Sea and by 
the Transcaucasian and Turkistan territories of former USSR, 
ON THE East by Afghanistan and Pakistan, on the South by the 
Persian Gulf and Gulf of Oman and on the West by Iraq and 
Turkey.-'-'' 
Iran occupies a high plateau lying more than 1500 ft. 
above sea level and rimnoed on all sides by mountains whose 
average elevation is more than 6,500 ft. The only real 
lowlands are those of the Karun river basin along the border 
with Iraq, the narrow coastlands along the Persian Gulf and 
17. Middle East and North Africa, op. cit. 
13 
Gulf of Oman and the marshy coasts along the caspean sea, 
which drop to 90 ft. below sea level. In the North are the 
Elburz Mountains, with towering volcanic peaks that include the 
country's highest. Mount Demavend. The country's major 
mountain range, the Zagros, stretches from Iran's north-western 
boundary with the former Soviet Union to the Makran Mountains 
in the Southeast. The largely barren plateau is characterised 
by vast salt deserts. 
Iran suffers from occasional earthquakes, which can 
cause severe loss of life, damage to property and disruption of 
communications. The climate of Iran is one of the great 
extremes. Owing to its southerly position adjacent to Arabia 
and near the Thar Desert, the summer is extremely hot, with 
temperatures in the interior rising possibly higher than 
anywhere else in the world - certainly over 55°C has been 
recorded. In winter however, the great altitutde of the much 
of the country and its continental situation result in far 
lower temperature than one would expect to find for a country 
in such low latitude. -3G°C can be recorded in the north-west 
o 18 
Zagros and -20 C is common in many places. 
Precipitation is generally light. Only the narrow 
coastal region along the Caspean Sea receives more than 40 
inches (1000 mm) of rainfall per year and the interior salt 
desert receives less than 4 inches. More than half of Iran's 
Ibid. 
14 
surface area is wasteland, most of which is unihabitable salt 
deserts. About 8 per cent of the country's land area is arable 
and another 27 per cent is suitable for grazing. Nearly 30 per 
cent of the agricultural land area is irrigated, mostly in the 
19 hilly margins between desert and the mountains. 
(1.5) Recent History : 
Before 1935, Iran was called Persia. Although Iran 
adopted its first constitution in 1906, the country however, 
continued to be ruled as a monarchy under the Shah (Emperor). 
In 1921, Reza Khan staged a military coup and become Minister 
of war. In 1923 he became Prime Minister and in 1925, the 
National Assembly deposed the Shah and handed full power to 
Reza Khan. He was subsequently elected Shah and was titled 
Reza Shah Pahlavi. During the Second World War, Reza Shah was 
forced to abdicate in favour of his son, Muhammed Reza Pahlavi, 
Shah assumed total control of the government in 1963. 
The period between 1.965 and 1977 was one of the political 
stability and considerable economic growth in the country. In 
March 1975, the Shah introduced the single party system. 
Demonstrations and strikes against the Shah and his secret 
police (SAVAK) grew in 1977 and 1978. The most effective 
opposition came from the exiled religious leader Ayatollah 
Rohullah Khomeini. He demanded a return to Islamic principles. 
19. The Encyclopaedia Britannica, Micropedia, op. cit., 
p. 375. 
15 
The response in Iran to his religious call was great enough to 
force the Shah out of Iran in 1979. Khomeini arrived in Tehran 
and effectively took power shortly afterwards Iran became an 
Islamic Republic on 1 April 1979.^^ 
In September 1980, Iraq invaded Iran over a front of 500 
kilometers after a border dispute. The war soon degenerated 
into a conflict of attrition with rather being able to launch a 
decisive offensive. After a heavy loss of life and property of 
both the sides, in July 1988, Mr. Javier Perez de Cuellar, 
Secretary General United Nations, finally succeeded in 
effecting a UN resolution to end the war and a cease-fire 
finally came into force on 20 August 1988, monitored by a 
specially-created UN observer force of 350 officers. 
In February 1989, Ayatollah Khomeini issued a religious 
verdict against the Indian born British Author Salman Rushdie 
on his blasphemous book "Satanic Verses" pronouncing a death 
sentence to the author. This edict led to a sharp deterio-
ration in relation between Iran, U.K. and other Western 
countries. Foreign Ministers of EC countries condemned the 
Khomeini's edict in their meeting which led to withdrawal of 
diplomatic representatives and personnel from Tehran and 
subsequently from London and other EC countries. 
After the death of Ayatollah Khomeini on 3 June 1989, 
President Khamenaei succeeded him as Iran's spiritual leader. 
20. Economic Intelligence Service, Bombay, op. cit., p.51. 
16 
On 28 July 1989 presidential elections were held in Iran and 
former speaker of the Majlis, Hojetoleslam Ali Akbar Hashitii 
Rafsanjani was elected President. Mr. Rafsanjani has 
cautiously but surely embarked on a policy for opening up the 
country to the outside world. During August 1990 when Iraq 
invaded and finally annexed Kuwait, Iran played a remarkably 
cautious and creditably neutral role in that Gulf crisis. 
(1.6) Language and People : 
Iran is a divert and polyglot society. The Iranian 
themselves, or Persians, are the most numerous (45 per cent of 
the total population) and widely distributed ethnic group. 
Nomadic Kurds and seminomadic lurs are inhabiting in western 
mountains. Bakhtiyar tribes are living in Zagros mountains, 
west of Isfahan. The armenians with a diferent ethnic heritage 
have maintained their Indo-European linguistic identity. The 
proportion of Turkic ethnic stock is small, approximately one-
fourth of the Iranians speak Turkic language. The three 
principal Turkic ethnic groups are the Azaarbaijani, Qashqai 
and the Turkmen Semites-jews, Assyrians and Arabs constitute 
only a small percentage of population. The vast majority of 
Iranians are Muslims mostly of the Shi'ah sect; Shi'i Islam is 
the official state religion. The Kurds and Turkmen are Sunni 
Muslims. There are also small minorities of Christians, Jews 
and Zovastrians. The population of Iran is relatively young; 
in 1981-82 about 44 per cent was under 15 years of age. In 
1989, Iran's population was estimated 54.2 million•Density of 
17 
population is 33 persons per sq. km. 54 per cent of the total 
population resides in Urban area. Population growth rate 3.97o 
per annum is among the highest in the world. Ideological 
prospectives of the earlier years did not see any reason to 
21 
control the birth rate. However the current government with 
its greater emphasis on economic rebuilding is more realistic 
in assessing the impact of high population growth rates. 
(1.7) Natural Resources : 
Iran's best natural resource is crude oil. By the end 
of 1989, Iran's reserves of 92.9 billion barrels of crude oil, 
accounted for 9.2 per cent of world's total reserves. This 
huge amount is sufficient to maintain the 1988 level of 
production for 112 years. Iran was the second largest oil 
producer after Saudi Arabia, before the revolution. Production 
peaked in 1974 to six million barrels per day (mbd) accounting 
for a fifth of total OPEC production. 
Production declined drastically in 1979 to 3.18 mbd., 
1,48 mbd in 1980 and 1.33 mbd in 1981. Since then production 
has increased some what and was around 2.3 mbd in 1987 and 
1988, In 1989 production increased 26 per cent to 2.9 mbd and 
in the first nine months of 1990 Iran was producing oil at the 
rate of a little above 3 mbd. 
Earnings from exports of crude oil reached Rial 1336 
billion in 1974 (365 bin. in 1973). A combination of adverse 
21. Ibid. , p. 51. 
18 
factors including domestic political turmoil, fall in inter-
national prices of oil and the prolonged war with Iraq had a 
devastating impact on Iran's oil earnings. As production 
declined, exports earnings also declined after the revolution, 
1980 earnings from the export of crude oil were Rial 684 
billion. After rising to Rial 1621 billion in 1983, oil export 
earnings dropped to Rial 997 billion in 1986. A good part of 
the fall was due to the considerable war damage inflicted upon 
22 the Karg and Sirri oil terminals. 
Iran has the largest natural gas reserves in the middle 
east. At 14.2 trillion cubic meters, Iranian gas reserves 
account for 12.5 per cent of world reserves and at current 
production rates can last more than a hundred years. 
(1.8) The Economic Structure : 
One of the fallouts of the Islamic Revolution was the 
large scale exodus of Industrialist and technicians - both 
nationals as well as foreign. The eight year fruitless war 
with Iraq not only turned out to be costly (estimated at $66 
billion, excluding damage to infra structure), but further 
shattered the faith of the business community. 
Initially, in spite of the above adverse factors, the 
economy recorded healthy growth rates. In 1985, according to 
a UN estimate, Iran's GDP measured at current prices was 
US $ 168,100 million, equivalent to $ 3766 per head. During 
22, Ibid. 
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1980-85, in terms of constant prices, GDP increased by an 
estimated annual average rate of 6.7 per cent, while GDP per 
head increased by an annual average of 3.7 per cent. 
Agriculture (including forestary and fishing) contri-
buted 17 per cent of GDP in 1984. About 29 per cent of labour 
force were employed in agriculture in 1988. The principal cash 
crop is fresh and dried fruits which accounted for about 24 
per cent of non-petroleum earnings in 1985-86. The principal 
subsistance crops are wheat, barley, sugarbeet and sugar cane. 
According to FAO statistics, agricultural production increased 
23 by an annual average of 2.8 per cent during 1980-88. 
Industry (including mining, manufacturing, construction 
and power) contributed about 25 per cent of GDP in 1984-85, in 
which mining alone contributed for 9.8 per cent and manufac-
turing contributed 7.7 per cent. The most important sectors in 
terms of value added are textiles, food processing and 
transport equipments. Principal source of energy is natural 
gas. 
In 1984-85, Iran recorded a visible trade surplus of 
US $ 2358 million, but there was a deficit of $ 414 million on 
the current accounts of the balance of payments. In 1985-86, 
the principal source of imports (15.8 per cent) was Federal 
Republic of Germany, which was also the principal market of 
exports. Other major trading partners are Japan, Sweden, 
23. The Europa World Year Book 1990, Country Chapter, 'Iran, 
op. cit., pp. 1343-66. 
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Switzerland, Italy and UAE. The principal export item is 
petroleum and petroleum products which accounts for almost 
98 per cent of total exports value. Other important export 
items are agriculture and traditional goods and metal ores. 
The important imports are machinery and motor vehicles, paper, 
textiles, iron and steel and mineral products and food and live 
animals . 
In 1989, President Rafsanjani announced a plan for a 
"decade of reconstruction". The plan includes; 
(1) Developing natural gas resources for domestic 
consumption. 
(ii) Boosting education, especially that of women and 
training technicians, 
(iii) Reviving Iranian agriculture and harnessing water 
resources more efficiently, 
(iv) Rapid completion of planned petrochemical plants, 
(v) Abolition of price and exchange rate distortions. 
In October 1989, the Iranian cabinet also proposed that 
state owned factories be sold to the private sector. 
Mr. Rafsanjani reportedly admitted that industry was working 
at 20 to 30 per cent capacity. In May 1990, there were 
reports of many industrialists who had earlier left Iran 
returning back to reclaim factories or properties taken over 
by the state. Mr. Rafsanjini has welcomed the return of the 
24. Ibid., p. 1345. 
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exiles. Fifteen per cent of the estimated two million Iranians 
25 
living abroad had returned by mid 1990. 
While the privatisation proposed have not yet taken 
place and the return of the skilled Iranians from exile is 
still a trickle, the decade of reconstruction has started on a 
slow but sure start. 
(1.9) Trade and Economic Relations Between Developing 
Countries : (South-South Cooperation) 
The unsatisfactory expansion of foreign trade has been 
an important obstacle to the growth of developing countries. 
There is, therefore, an urgent need for action in this field. 
So far, the problem of trade and economic cooperation among the 
developing countries has not received the attention it 
deserves. A determined effort needs to be made by the 
developing countries to exploit systematically and intensively 
the opportunities available for trade expansion and economic 
cooperation among themselves. This would not only factor their 
economic growth but should contribute to strengthening their 
over-all position in relation to the developed countries in 
world trade. 
Expansion of trade among developing countries can be 
promoted through: 
25. Economic Intelligence Service, Bombay, p. 53 
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(a) Commercial policy measures not conditional upon 
commitments regarding hormonization of other policies; 
(b) The coordination of investment or production 
programmes. 
(c) The regional integration of national market. 
These approaches are not mutually exclusive. The 
applicability and relative advantage of each method will depend 
on various circumstances such as the size of the internal 
markets of these countries; their level of development their 
economic and trading system, the relative importance of their 
public sectors and geographical proximity. 
With respect to trade expansion through commercial 
policy measures, the aim should be to secure a reduction of 
trade barriers on as wide basis as possible, so as to minimize 
discrimination among developing countries. Negotiations for 
trade liberalization with other developing countries would 
hold out better prospects of success if the more advanced 
developing countries did not insist on strict reciprocity. 
This approach of trade expansion would offer only limited 
prospects of success unless governments of developing countries 
were prepared to modify their development policies so as to 
make room for a better division of labour. 
The growth of economic exchange between developing 
countries has gone through major cycles. Horizontal circums-
25 
tances reveal that before the Second World War much of third 
world export went to the industrialized world. By 1950's, the 
growth of industrialization in third world had created a 
favourable environment for the expansion of intra-trade (South-
South) among the developing countries. South-South trade 
reached historical records in terms of value as well as its 
share of total exports by the south. 
The promotion of South-South trade within the broader 
context of ECDC (Economic and Technical Cooperation on Develop-
ing Countries) has been stressed by UNCTAD and the non-aligned 
movement. Perceptive analysts of economic development like 
Sir Arthur Lewis (1980) see the historical "engine of growth" 
of trade with the North slowing down, and recommended that the 
potentially powerful engine of South-South trade be harnessed 
to replace it. Thus self-sustained growth in the South needs 
to be based increasingly on South-South trade, and this can be 
promoted only by a delebrate process of efficient import-
substitution for the products purchased from the North. The 
growth of capital goods production in the South, with its needs 
for specialization and scale, may be best promoted by 
27 increasing South-South trade and cooperation. Third World 
26. Lewis W. Arthur, "The Slowing down of the engine of 
growth", American Economic Review, Vol. (LXX), 
No. 4, (September 1980), p. 555. 
27. Khalid, M. , "Analysing the Prospects of South-South 
Cooperation", OPEC Bulletin, vol. 23, No.4, 
(April 1992), p7~W. 
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Governments, economists and researchers have argued for the 
promotion of South-South trade on the following three major 
A 28 grounds. 
First, South-South trade reflects a greater degree of 
the dynamic comparative advantage of industrializing 
countries; their newly acquired skills, technologies and 
organizational abilities reflects themselves for more in 
exports to South than to North. All the various theories of 
comparative advantage predict that as economies develop and 
build up their industrial base, their exports to lesser 
developed countries will embody greater skills and technology 
than export to highly industrialized countries. 
Second, South-South trade also has to play a 
significant role on importing front. The growth of technology 
and capital goods exports by the more advanced developing 
countries shows that they have been able to master and adapt 
technologies to their own needs. South-South trade can 
thereforeprovide more "appropriate" technologies and products 
than the normal sources of supply in the North. Thus the case 
for general import-substitution in the South is strengthened by 
the likelihood of the substitutes not just being efficient, but 
also better suited to local needs and perhaps cheaper. 
28. Lai, Sanjay "Trade Between Developing Countries", in 
Hans Singer and others (eds.) Challenges of 
South-South Cooperation, part 11^ Ashish Publi-
cations. New Delhi, 1988, pp. 389-91 
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Third, the increasing industrialization of developing 
countries will create increasing scope for trade in primary 
products within the South. Many of the fastest growing 
developing countries have to rely heavily on imports of a wide 
range of raw materials and minerals, mainly from other 
developing countries, and in turn, they supply them with 
manufactured products and technologies. This growing inter-
dependence is of obvious mutual benefit and can be further 
explained to promote the industrialization of the primary 
exporting countries. 
Sir Arthur Lewis in his noble lecture concluded that if 
mutual benefit, based on the industrial countries acting as an 
engine of growth, is no longer effective, the LDCs should form 
a separate endogenous engine of growth by increased trade and 
other financial and economic cooperation among themselves. 
Hence the prospects for developing and independent growth 
dynamic outside the traditional centres, must rest upon 
coordinated action among a number of LDCs. The mutual interest 
is really more apparent when various proposals on trade, 
finance^food aid^energy etc. are linked together and treated 
29 
as an integrated package. 
A preliminary analysis of GATT data by Sanjay Lall 
shows that the share of the South (OPEC plus other developing 
30. Hans Singer and other (eds.). Challenges of South-South 
Cooperation, New Delhi, iyS8, p. XI. 
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countries) as a receipient of total Southern export rose from 
21.8 per cent in 1973 to 28.5 per cent in 1980 and further to 
30.3 per cent in 1981. As for manufactured exports from South, 
they were 28.5 per cent in 1973, 36.2 per cent in 1980 and 
37.3 per cent in 1981, while the developed countries declined 
30 from 65.2 to 58.3 and 57.1 per cent respectively. 
Thus in term of changes in shares, the oil importing 
developing countries as a group displaced even OPEC as the most 
dynamic market for a South's manufactured products. 
The export of manufacturing technology, by the more 
industrialized developing countries, has made impressive 
strides in recent years. Enterprises, mostly locally owned, 
in India Argentina, Brazil, Mexico, Republic of Korea and 
Taiwan province of China are setting up the key plants in 
other developing countries, spanning a broad range of 
activities and technologies. The leader in this activity in 
the Third World seems to be India which has won well over 200 
contracts valued at between $ 2 and $ 2.5 billion in the past 
seven to eight years. The main industry involved has been 
power generation. Some 23% of the Indian projects have been 
the design, supply and errection of power stations, a highly 
complex, skill-Intensive and technologically demanding 
activity. Other important industries have been power 
distribution, cement, textiles, steel mills, machine tools and 
30. Lall, Sanjay, op. cit., p. 393, 
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sugar, ranging from sample, well diffused technologies to 
complex advance ones. The other newly industrialized countries 
(NICS) are well behind India in this activity and are also more 
31 
narrowly based in their range of technologies. 
There are certain hindrences and constraints also to 
South-South Cooperation. There are a number of historical, 
infrastructual, commercial and informational constraints to the 
fuller development of South-South trade. Infrastructual 
deficiencies in communication, transport etc. have accentuated 
the biasness of whole pattern of trading routes and links 
towards North-South trade. Commercial policies in the 
developing world, seeking to promote industrialization across a 
broad spectrum behind protective barriers, have prevented the 
growth of efficient specialization in similar industries being 
set up in the various countries. The information gap on 
exporting and importing side reduce the extent of South-South 
trade. These are the few constraints in promotion of 
cooperation in Southern countries. A better understanding of 
these constraints would be helpful in the formulation of a 
32 better policy to promote South-South trade. 
(1.10) India's Economic Relations with the Third World: 
As we know that Third World is synonymous with under-
development, technical backwardness and abject poverty. The 
31. Ibid., pp. 403-4. 
32. Ibid. 
30 
Third World Countries vitually lie in southern hemisphere 
excluding Japan, Australia and New Zealand. Except few, all 
the countries of Asia, Africa and Latin America constitute the 
Third World Countries. The economic conditions of all these 
countries are near about the same. Acute poverty, technical 
backwardness, high dependence on primary sector i.e. 
agriculture and a high rate illiteracy and a low per capita 
income are some of the common features of these economies. 
Since the global economic and trade scenario was 
distinctly disappointing in 1985 and even since long before, 
all the third world nations are experiencing severe economic 
problems and therefore it is necessary that the developing 
countries try to multigate their mass poverty and economic 
backwardness with the help of economic cooperation within their 
own group. 
Fostering economic cooperation among developing 
countries has been basic to Indian polity since independence. 
The first ever multilateral cooperation programme widely known 
as Colombo plan for the economic development and cooperation in 
the South and South-East Asian states was launched in 1950. 
India has promoted and actively participated in the work of 
multilateral agencies which foster economic cooperation among 
the developing countries and it has benefitted Africa, Nepal, 
Malaysia, Sri Lanka, Afghanistan, Combodia, Bhutan and a 
31 
33 
number of other developing countries. 
A major achievement of India since mid-sixtees is the 
break-through in the agriculture by the adoption of new 
technologies resulting in 'Green Revolution'. The developing 
countries can benefit from the Indian experience in research 
and training facilities and expertise available in the field of 
production and management technologies, processing and preser-
vation in agriculture including horticulture and floriculture. 
Dry farming technologies has made good progress in India which 
can be shared with other developing countries. Indian guidance 
in the field of hydro-geology, hydro-chemistry, drilling and 
water balance studies has already been offered to several 
countries like Algeria, Iraq, Libya, Tanzania, Oman, 
Afghanistan, Nigeria and Nepal etc. Secondly, India could be 
considered as an industrial leader among the developing 
countries. With the wide technological progress on a wide 
scale India now ranks eight among the industrial nations. 
Indian technology could be considered more appropriate for 
developing countries in view of its price advantage and 
employment possibilities and also because India has developed 
itself in conditions similar to those experienced by third 
world countries. The economic and technical cooperation 
generally take the form of consultancy, foreign investment and 
33. Varshney, J.S., "India and Third World Countries; Area 
of Cooperation, in A.V. Bhuleskar (ed.), Indian 
Economy in the World Setting, Himalya Publishing 
House, Bombay, 1988, pp. 224. 
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joint ventures. Indian consultancy organisations now cover 
nearly the entire spectrum of industrial activities with nearly 
20,000 professionals working more than 200 consultancy 
organisations 5 apart from a number of individual consultants. 
The current import and export policy of India provides special 
incentives to consultancy and management export. India has 
established over 208 joint ventures till the end of 1985 of 
34 
which 172 are in the developing countries. 
There is a wide scope for mutual-cooperation in trade 
between India and other developing countries. Indian resources 
and products are so varied that it offers a wide market for 
bying and selling both. 
(1,11) India's Foreign Trade Policy : 
Each and every nation of the world have their foreign 
policies for their security, stability and prosperity. 
Foreign economic policy of any country is that part of 
government policy which monitors and develops its economic 
relations with the rest of the world to meet its national 
requirements on the one hand and to respond to economic 
developments in the world in accordance with the country's 
overall economic and other objectives on the other. Economic 
development of a country is very closely related to its foreign 
trade policy. 
34. Ibid., p. 227. 
33 
After attaining independence in 1947, India formulated 
her foreign policy in the light of her colonial past, her 
internal economic progress and developments on the inter-
national area as well. 
In 1950's and early sixtees India's share in the world 
trade was very small since India being an exporter of primary 
goods and textiles which had a limited world market for its 
export and on the other hand India did not possess the 
potential to produce adequate quality of engineering goods and 
35 
machinery. From 1963-64 some significant changes were made 
in the foreign • economic policy of India and bold steps were 
taken to promote the export of the country. Some joint 
ventures were also started since 1965. From 1964 India's 50% 
exports got their way in Asian and African countries, and it 
went upto 1970.-^^ 
A new trend in India's foreign trade policy started 
after 1970 due to oil crisis of 1973. Along with other 
countries India was also adversely affected by the oil price 
rise and the balance of payment position deteriorated sharply. 
But the years immediately after the oil price rise saw and 
reversal of the historical trend of a decline in India's share 
of world exports. During these years, India could increase her 
share of world exports to most of the regions except Eastern 
35. Chisti, Sumitra, "India's Foreign Economic Policy", 
in Bimal Prasad (ed.) India's Foreign Policy: 
Continuity and Changes, New Delhi, 1969, p.37. 
36. Jha, Ajay N. , India's Economic Diplomacy in Gulf, ABC 
Publications, New Delhi, 1988, p.8. 
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Europe. This increase, together with the borrowing from the 
oil facilities of IMF and a higher level of soft loans from IDA 
and subsequent higher remittances enabled India to manage 
the external accounts as well as internal economic situations 
in terms of growth and inflation. But the increased share in 
world exports did not last, and coupled with the second oil 
price rise in 1979-80, India's balance of payments once again 
deteriorated. The situation this time was managed mainly by a 
reduced burden of petroleum imports, as previous investments in 
this area had paid off and the domestic production of oil 
increased considerably. Also, remittances increased and India 
borrowed from the Extended Fund Facility of IMF and undertook 
some commercial borrowing. Though the immediate problem was 
37 
tackled, the situation remained delecately balanced. 
One of the main causes of concern about the balance of 
payments is the lack of dynamism in India's exports. India's 
share of world exports, after the brief spurt in mid 
seventies, has continued to decline. But what is perhaps more 
bothersome is that India is one of the few developing countries 
which has been a sharp decline in her share of world exports to 
developing countries. This was particularly true for 
manufactured exports, which are becoming increasingly 
concentrated in Europe, whether East or West. While India's 
share of the total world exports and world's manufactured 
37. Agarwal Manmohan, "India's Trade with the Middle East", 
in Adiseshiah, Malcom S.(ed.), Role of Foreign 
Trade in Indian Economy, Lancer International, 
New Delhi, 1986, p. 110. 
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exports declined from 0.45 per cent to 0.39 per cent and from 
0.48 per cent to 0.41 per cent respectively between 1973 and 
1980, her share in total world exports to the LDC's declined 
from 0.66 per cent to 0.44 per cent, and of world exports of 
manufacturers to the LDCs from 0.63 per cent to 0.41 per cent 
during the same period. Meanwhile more of India's agricultural 
38 
exports are sent to the developing countries. 
In recent years India's value of capital goods (SITC 
Code 7) has gone up from a partly 1 million dollar in 1961-62 
to 10 million dollars in 1970-71 and 160 million dollars in 
1988-89, a more than hundred fold increase in less than three 
decades. India's exports of capital goods to Asian and African 
developing countries have gone down from 85 per cent in 
1970-71 to less than 50 per cent in 1985-86. Instead, exports 
to the developed countries North America and Western Europe are 
on rise. One would have expected India to export primary and 
39 labour intensive goods to these countries. 
(1.12) India's Economic Relations with West Asia: 
An Overview and Historical Background 
The history of India's relations with West-Asia is 
centuries old. This area was very strategic and important 
centre of trade and commerce in olden times of Mesopotamia 
38. Ibid., 
39. Rath, Dilip and Sahoo, Amarendra, "India's Exports of 
Capital Goods: An Evaluation", Economic and 
Political Weekly, vol. XXV, No. 34, p. 1897. 
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and Indus Valley, were having close commercial and cultural 
relations with each other. India was the sole supplier of many 
traditional commodities like rice, spices, textiles, precious 
stones and many other commodities to Mesopotamia and from these 
items were sent to other places of Western Asia. The presence 
of a number of Indus seals at Ur and other Mesopotamia cities 
provide convincing collaboration of the sea trade. Timber and 
precious woods ivory, lapis lazuli, gold and luxury goods such 
as Carnelian beads, pearls shells, and here inlays were among 
the goods sent to Mesopotamia in exchange for silver, tin, 
wooden textiles and grains and other goods. 
The cultural and commercial contracts continued 
between these two civilizations in centuries Immediately 
preceeding the advent of Islam. The rise of Islam and conquest 
of Syria and Persia were events of considerable importance in 
the region with the increased importance of Baghdad and 
Damascus, Mesopotamia became flourishing centre of economic 
activities and region acquared a legendary fame as Centre of 
international commerce, most of which was with India. 
The geographical location of West-Asia has made it an 
important commercial and economic centre. Since the dawn of 
the history, the area has been a channel of trade and 
communication between ancient centre of civilizations and outer 
40. The New Encyclopaedia Britannica, Macropaedia,15th ed. 
vol. XXI, Chicago, 1987', p. 28. 
41. Ahmad, S. Maqbul, Indo Arab Relations, Indian Council 
for Cultural Relations (ICCR) , New Delhi, 
p. 82-83. 
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world. The Harappan of North India and Mesopotamia states had 
trade relations with each other. 
However, the later middle ages were marked by a general 
decline in trade both in India and Arab world. The region 
became important for Europeans after the discovery of sea route 
of India from Europa via cape of good hope. The emergence of 
European powers like, French, British and Portugese, in the 
region and a rivalry among those powers to control the region, 
to strengthen their control on the trade routes of India and 
Europe via cape of good hope, suddenly the area became very 
42 important. 
The British East India Company had been drawn towards 
the Gulf primarily for promoting its commercial interests. But 
with transformation of its interest in India which followed 
the consolidation of its position there, its commercial 
hagemony over the Persian Gulf under went a gradual change in 
the political supremacy over the regime. Given the promise of 
British rule over India, the exercise of preponderance over 
Gulf by England was inevitable, and the security or the defence 
of India was one of the considerations governing British 
India's policy towards West Asia. In all over the period 
from consolidation of British imperial power in India and march 
of colonialism in gulf region till the independence of these 
42. Agwani, M.S., Politics in the Gulf, New Delhi, 1975 
pp. 4-4. 
43. Jha, A.N., op. cit., p. 65-76. 
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states, active states, active contacts began to dwindle and 
the flow of trade and ideas became a trickle as both India and 
Gulf passed into British futilage. 
A new era of Indo West Asia relations started after 
the independence of India. After the second world-war, when 
the Zionists succeeded in establishing the state of Israel in 
the region comprising more than half of the Palestinian 
territory, India always supported the Arabs and their cause in 
this regard and did not accept the position of Israel as an 
independent nation. 
In direction of promoting relations with West-Asian 
countries, India sought to achieve success through a series of 
agreements with these countries, and through these agreements, 
India was able to push its export and restrain its import. 
According to a 1969 estimate, the number of Indians having 
business or service connections with the Arab world was over 
200,000, and this figure now reached over one million. 
As it is obvious that India always supported the West 
Asian countries in their fights against western imperialism, it 
also endeavoured to develop close bilateral ties with the 
region particularly with Iraq, Iran, Saudi Arabia, Kuwait, 
U.A.E. etc. The importance of the region increase after the 
44. Ibid., p. 82. 
45. Ahmad, S. Maqbul , "Indians in West Asia", Al Arab, 
vol. VIII, No.7 (July 1969), pp. 8-9. 
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discovery of oil in the region. It has been established that 
this region alone has about 58.76% of the proven oil reserve of 
the non-communist world. In the year 1984 the seven states 
of the region namely Saudi Arabia, Iraq, Kuwait, U.A.E., Oman, 
Bahrain and Qatar produced about 9.6 million barrels of crude 
oil per day. The total consumption of all these states is 
about 17 to 18% of the world total. The surplus they export to 
energy starved nations like Japan, U.S.A., West Europe and 
Indian subcontinents, and earn a huge amount of foreign 
exchange. Much of the present importance of the region is 
associated not only with the oil but with the mixture of oil 
and foreign exchange. One to four fold increase in oil prices 
in early seventies, there was a tremendous increase in the 
income of these countries. By the end of seventies, these 
states alone have had an income from oil over $ 40 billion or 
five times the 1970 figure. However in all these states the 
oil contributes a considerable share in foreign exchange 
revenue. The share of oil in foreign exchange revenue is more 
than 90% in all these states. 
The examination of India's economic relations with West 
Asian Countries attains greater relevance if it is done in the 
46. Middle East Economic Survey, vol. XXIV, No.28, (21 
April, 1986) , p.7, as cited by Jha, A.N., India's 
Economic Diplomay in Gulf, op. cit., p. 24. 
47. OPEC: Annual Statistical Bulletin, Vienna, 1980 and 
Kubrasl Atif, "The Economies of the Arabian Gulf" 
Statistical Source Book, London, 1984, p.27. 
48. Jha, A.N., op. cit., p. 27. 
a 
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context of post 1973 period. Rise in the crude oil prices by 
nearly four times by oil exporting countries in 1973-74 
(followed by two times increase in 1979), really shook the 
complacent world economy which had become habited to cheap and 
stable fuel price (During 1950-70 crude oil price remained 
49 between 1.90 dollar and 2.50 dollars per barrels). 
The immediate effect of this price rise for oil 
exporting countries was huge oil revenue surplus and for the 
first time in modern history a group of nations, all of 
sudden, acquired immense purchasing power for using it to 
satisfy basic human needs and to develop the under developed 
economies, depending mainly on oil resources. 
Before the oil price rise, most of the countries of the 
region had per capita incomes similar to that of other richer, 
but less developed countries. Within increase in the oil 
price, however their per capita income increased suddenly and 
substantially and consequently the share of private consumption 
as well as public consumption in GDP increased substantially. 
Domestic production could not cope with the increase demand or 
the structure of the new demand, and there was a sharp upsurge 
in the imports. The import bill, as a consequence, soared from 
a level of US $ 2093 million in 1975 to US $ 102, 787 million 
in 1982 an increase of about 407 per cent. There was, in 
49. Narula S., Gulf Economies in Indian Perspective,Common-
Wealth Publication, New Delhi, 1988, p.2. 
50. Mohan Brij, "India's Trade with Arab States and Africa", 
in Adiseshiah, Malcom S., op. cit. , p. 96. 
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general, an increased import of machinery and transport 
equipments, so that its share in total imports increased. In 
all the countries, the share of durable consumer goods imports 
increased and the increase was greatest in the richer 
countries. In these countries the share of other consumer 
goods in the import basket declined, particularly the share of 
food and beverages. The share of food in total imports, 
however, went up in the relatively poorer countries. Whereas 
food accounted for two third of consumer goods import in Iran 
and Iraq, it accounted for only about a third in the other 
countries. Elasticity of demand for imports of food was 
about 2 to 3 in Iran and Iraq, while it was considerably less 
in other countries, e.g. 0.8 in Saudi Arabia. 
The economies of all these states depend heavily on the 
import of capital, consumer and intermediary goods from the 
industrial countries of the world. India has made a consider-
able share, in the imports of all these countries, of capital 
and consumer goods. About 657o of India's engineering goofs 
are exported to this region. India has about twenty four 
production and implementation projects in West Asian countries. 
Several other turnkey projects have been undertaken by India in 
different fields like hydro electric installations, cons-
tructions of buildings, laying railway lines and construction 
51 Agarwal , M. , op. ci_t_. , p. 112 
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of roads and bridges. India has got some foreign aid also 
52 from these states. The Indian projects and equipment 
corporation under took the supply of material for, and 
construction of, 172 kilometer long, 132 K.V. hightention 
transmission line project in Dubai worth Rs. 320 million. 
Engineering project (India) were entrasted with a turnkey 
project to build an integrated township in Kuwait for fe.2300 
53 
million Indian technical know how and managerial skill were 
requisitioned by the Gulf states for Spong-Iron Plant 
fertilizer factories and air field construction. The Gulf 
states on their part have extended large long term credits, at 
nominal rates of interest, for the development projects in 
India. 
India's gain in these collaboration is mainly in the 
field of foreign exchange and trade. A large number of 
technical and non-technical personal of Indian origin work in 
Gulf states, is getting to be one of the major markets for 
Indian products. ——• 
(l.lf3) India's Economic Relations with Iraq : 
Among all the West Asian Countries, Iraq is the most 
important due to its geographical location and natural 
resources. Since Iraq is the country under our study programme 
we have to see its relations with India more closely and hence 
52. Varshney, J.S., op. cit., pp. 228-29. 
53. Economic Times, New Delhi, 25 October, 1980. 
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to formulate a policy programme which should be helpful in 
promoting the economic relations between India and Iraq. 
Among all the states in the Gulf region only Iraq has 
substantial agricultural resources. The income from oil has 
enabled the Iraqi government to devote a considerable amount of 
national budget to industrial development. Since the Ba'ath 
socialist party came into power in 1968, the government has 
steadily expanded its control on the economy. The government 
organizations currently account for 78 per cent of Iraq's GNP 
and purchase 90 per cent of imported goods. All heavy 
industries are owned by state. Private sector contribute 20 
per cent of GNP.^'^ 
Before 1947, when India was under British rule at the 
same time Iraq was also under the influence of British 
government. Though Iraq became independent in 1933, its all 
policies regarding economic development and others were very 
much influenced by British authorities. 
Indo-Iraq relations headed for greater heights during 
the regime of President Arif. Field Marshal Abdul Salam Mohd. 
Arif, had become the President of Iraq after a cup d' etet in 
February 1963. President Arif visited India in March 1964 and 
close identity of interests and a general similarity of views 
were developed between the two countries after his visit.The close 
54. Khalid, M., "India's Economic Relations with Iraq" 
Journal of West Asian Studies Society, 1987-88 
Nos. 3 & 4, Aligarh, p. 100. 
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ties between India and Iraq were based on the similarity of 
views like non-alignment, decolonization, nuclear disarmament 
and cold war etc. The two countries were brought closer by the 
visit of Dr. Adnan Al-Pachali the Iraqi Foreign Minister to 
India in 1967. The intimate relation of India with Iraq were 
not confined to political and economic sphers alone, but 
extended to a growing cooperation between the two armed forces 
also. India had sent its Air Force Instructor to help, 
organise and train their counterparts in Iraq. The defence 
Minister of Iraq Maj. Gen. Shaker Mahmoud Shukri visited India 
in April 1967 and India Defence Minister, Swaran Singh, visited 
Iraq in February 1968. It was mark of close cooperation 
between the two countries. The Indian defence minister during 
his visit gifted a fighter air craft to Iraq. 
However, India met its first success in Iraq in 1973 
resulting into an agreement through which Iraq agreed to supply 
India 30 million tonnes of crude oil over a ten year period, 
thus covering about 50 per cent crude requirement for refinery 
set up at Mathura. In the same year the amount was signifi-
cantly increased to 172 million tonnes, thus taking care of 
about a quarter of India's total crude requirement. In 
addition Iraq gave India a $ 50 million credit in the shape of 
crude for meeting in part the foreign exchange requirement in 
setting up the Mathura Refinery. Iraq also agreed in 
55. Ibid., p. 101. 
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principle to give, the Oil and Natural Gas Commission (ONGC) of 
India a service contract for exploration of oil in onshore 
56 
ones . 
Indo-Iraqi ties were further enhanced with the visit of 
the then Iraqi Vice-President Saddam Hussain in January, 1974. 
A major break through came up with the signing of yet another 
agreement granting a $ 100 million soft loan to India with an 
interest of 2.5% repayable grace period to help India to cover 
the cost of oil import from Iraq. ^foreover, it also agreed to 
give India credit for setting up plants to produced alumina and 
pettized iron ore and to import its products on a long term 
basis. However the first ever visit of the Indian Prime 
Minister Indira Gandhi in early 1975 proved to be the "real 
starter" in Indo-Iraq ties revealing a close identity of views 
between the two countries on various bilateral, regional and 
international issues and resulted in some more agreements in 
various areas too. An agreement was signed with Fertilizer 
Corporation of India (FCI) for designing and construction of 
fertilizer plants in Iraq. Two more agreements were signed- one 
by Council of Scientific and Industrial Research (CSIR) and the 
other by Indian Council of Agricultural Research (ICAR) for 
training Iraqi students and officials in hydrology, water and 
farm management soil conservation etc. 
56. Jha, A.N., op. cit., pp. 133 and 168. 
57. Ibid., pp. 132.33. 
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In Iraq some of the important projects awarded to 
Indian companies are construction of roads and bridges, various 
sewerage projects, extension of Baghdad colour T.V. Station. 
There are about 31 Indian companies presently engaged in 
extending different kinds of projects in Iraq. About $ 200 
million worth of Iraqi contracts were secured by Indian 
companies in 1978 only.. EIP (Engineering Project India 
Limited) alone got the contract worth Rs.43 crores. Another 
fe. 27.5 crores worth of contract was given to other Indian firm 
CO 
"Continental Construction Limited". 
In 1979 war between Iraq and Iran started which 
continued for nine years till 1988. During the war, many 
construction projects in Iraq were stopped due to financial 
crisis as major portion of the GNP was spent on the war 
expenditure which was unavoidable. In this period of crisis 
India got some projects in Iraq. The $ 276 million railway 
contract which India bagged in Iraq in 1981, which shows its 
eminent position as a country with a well developed railway 
system. 
Hindustan Machine Tools (HMT) and Bharat Heavy 
Electricals (BHEL) are the companies which have taken up many 
projects in Iraq. The U.P. state Bridge Construction 
Corporation is among the Public Sector Companies with fairly 
successful record in Iraq. The Rail India Technical Economic 
Services (RITES) has secured a contract for supervising the 
58. Ibid., p. 135. 
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execution of the Akashasal Qath railway line worth $ 6 million. 
India is also going to set up a machine tool unit there, a part 
from helping in 22 new areas.including tractor manufactures and 
eiectronics. Other projects include construction of houses, 
water supply projects, construction of Massayeb-Samakra railway 
line by IRCON. Indian companies have undertaken contracts of 
service like management, supervision etc. worth about $ 20 
million in Iraq. 
India's trade relations with Iraq are also of 
considerable importance. India's import from Iraq were worth 
of Rs.3.09 crores in 1970-71. It was 1^. 921.83 crores in 
1979-80 and in 1984-85 the import from Iraq was worth fe.674.58 
crores. Like wise India's export in the year 1970-71 to Iraq 
was worth fe. 8.88 crores. It was fe. 57.03 crores in 1979-80 and 
fe. 48.68 in year 1984-85, and again increased to fe.125.75 
crores in 1989-90.^^ 
We see that the import much more in value than export. 
The reason is that India is chiefly exporting primary 
commodities and a few of engineering goods, but its imports 
from Iraq is huge quantum of petroleum, a considerable part of 
its total crude requirement. During the Iran-Iraq war the 
quantum and value of trade has decreased considerably. But in 
spite of the war we have seen that the contract value of India 
59. Monthly Statistics of foreign Trade of India, Vol.1, 
Export and Re-exports, Relevant March Issues, 
DGCIS, Calcutta. 
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projects was worth $ 2.68 billion in 1983 as compared to 
$ 1.85 billion in 1980. 
After the cease-fire between Iran and Iraq which came 
into effect in 1988, a new phase of economic development had 
started in Iraq for the reconstruction of war ravaged economy. 
But due to UN embargo and total sanctions against Iraq, all the 
development activities have been stopped in the country and it 
is expected that in the near future when the embargo will be 
lifted the construction work will start at its full swing. 
India, in spite of its low-profile role in the security 
council during the Iraqi invasion, still enjoys the confidence 
of the people and leadership of Iraq. The Iraqi State Minister 
of Foreign Affai.rs, Mohammad Saeed Al-Safah did not hesitate 
to say that "Iraq will be the happiest country in the world to 
see India as a permanent member in the security council. The 
Vice President of Iraq, Mr. Ramadan, however, expressed the 
hope that India would improve its role inside the UN and take 
steps to provide effective leadership to the third world. In 
spite of the economic embargo, Iraq has evidently not lost its 
faith in the United Nations and in friends like India, the 
anger is directed towards the USA and its President. 
The damages of the war having been extensive, extensive 
reconstruction works are likely to be taken once the current 
political impass is resolved. India's close relations with 
Iraq should help India in taking close participation in the 
reconstruction efforts. There are many imponderables, 
financing the reconstruction process being the main one, 
before the process can begin. 
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(1.14) India's Economic Relations with Iran : 
Iran is one of those Gulf countries that has centuries 
old history of relations with India. Before the dawn of the 
definitely recorded history, one can trace the intimate 
connections between Iran and India due to a similarity of 
othinic origins, affinities, community of cultural values and 
shared techniques of arts and crafts. Both Indians and 
Iranians have descended from a common stock of Aryans which has 
given them a common civilizational impulse and bequeathed upto 
fif) 
them a common tradition and friendship. 
In the early decades, India's bilateral relations with 
Iran were not quite considerable. Sometimes political 
conflicts among different countries take the form of war and 
seriously Jeopardise economic cooperation among them. The 1971 
war with Pakistan made our relations with Iran rather low. 
But in 1974 as a result of exchange of leaders of both the 
countries, these relations took a dramatic upturn and a 
numberm of commercial and collaboration agreements were signed. 
After the 1973 oil revenue boom in the OPEC countries, Iran 
was one of the countries which made the most of the inter-
national oil boom. As a result of huge accumulation of 
foreign exchange, the Iranian government tried to utilise these 
resources in the best possible manner and tried to make Iran 
self-relient through the diversification of the economy. 
60. Iqbal, M., "India in West Asia", Export West Asia, Vol. 
Ill, No. 11-12, November-December 1978, New 
Delhi, pp. 9-16. 
61. Ibid. 
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During seventies, Indian and Iran came closer to each 
other through bilateral collaborations and Joint Ventures. 
During 1975-76 Indo-Iranian Cooperation in the technical and 
economic matters expanded rapidly. It was a tribute to Indian 
expertise that during 1975 Iran recruited 1200 medical and 
para-medical personnel from India. The cooperation between the 
two countries took a sharp upward turn following the fourth 
meeting of the Indo-Iran Joint Commission held in January and 
February 1974, and were further strengthened both the visit of 
India's Prime Minister to Iran and King of Iran's visit to 
India. The visit of Shah of Iran again in 1978 was important 
not only for enlarging on the basic bilateral agreements that 
had been worked out in 1975 and giving it a new direction by 
focussing more sharply than before on infra structure 
development against industrial venture, but also for stressing 
on the need to underpin all this through regional cooperation 
and stability. 
On February 5th, 1978, Shah of Iran, giving an 
interview in the T.V., showed his willingness to offer generous 
aid for the speady completion of the second phase of the 
Rajasthan canal project and he termed this aid as service to 
humanity. During the same visit, Shah of Iran offered huge 
Iranian investment programme when the Indian delegation led by 
the Prime Minister Mr. Morarji Desai and Iranian delegation led 
by the Shah of Iran held a meeting in New Delhi on 3rd February 
1978. The offer was to boost the bilateral relation between 
51 
India and Iran and was meant to create a basis for multilateral 
and regional cooperation. In response to that agreement Iran 
agreed to provide India additional quantities of crude oil at 
the OPEC price on credit, the rupee equivalent of which was to 
be used for financing the second stage of Rajasthan Canal, an 
alumina project based on Eastern coast deposits of bauxite, and 
c 9 
a paper and pulp factory in Tripura. 
A number of other projects including Kudremukh Iron ore 
project, an aluminium project, a joint shipping line and 
schemes of maximising industrial production were signed between 
the two countries during seventies. India made available to 
Iran training facilities in the fields of tea production, 
handicrafts, rural electrification, agriculture and live-stock 
development. Closer links were proposed to be established 
between the atomic energy organisation of the two countries. 
During the height of the economic collaborations 
between the two countries, there started a turmoil in Iran 
against the Shah due to his certain policies which Iranian 
people did not like. The uprising in Iran started to increase 
and it resulted in the exile of the Shah and formation of a new 
revolutionary government in Iran in 1979 under the leadership 
of a great religious leader Ayatollah Khomeini. After the 
revolution the whole administrative and economic set up of the 
62. The Hindustan Times, New Delhi, February 6, 1978. 
63. Vohra, Dewane, C. , India's Aid Diplomacy in the Third 
World, New Delhi, 1980, p. 169. 
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TABLE 1.3 
BASIC ECONOMIC INDICATORS 
1. Area (000 sq. km) 
2. Calculated area as Z of total area 
3. Population 1989: 
(i) Million 
(ii) 7o world total 
4. Density of population: 
(i) Person/sq.km. 1989 
(ii) Person/sq.km. of cult, area 1989 
5. Annual average growth rate 
of GDP/GDP(7o) 1980-89 
6. GNP 
(i) US $ billion 1989 
(ii) 1 to world total 
(iii) Rank 1989 
7, Per capita GNP 
(i) US $ 1989 
(ii) Rank 1989 
8. Exports 1989 
(i) US $ million 
(ii) 1 to world total 
(iii) Rank 
9. Imports 1989 US $ million 
10. Exports plus Imports as 
7o of GNP 1989 
11. Rupees/Unit of National Currency 
on 25 April 1991 
(i) National Currency 
(ii) Rupees 
7o share in India's total trade 
1988-89 
Source : Economic Intelligence Service, Bomba'^  
India 
3.28 
51 
811.82 
15.61 
247 
480 
5.4 
287 
1.41 
12 
350 
154 
15.821 
0.51 
34 
20.44 
13 
r 
Iran 
1648 
9 
54.20 
1.04 
33 
365 
N.A. 
168 
N.A. 
19 
3508 
60 
8322(d) 
0.27 
48 
9454 
(1988) ( 
11 
1 Rial 
1 Rial = 
0.2903 
rupees 
0.45 
Iraq 
436 
12 
18.28 
0.35 
42 
335 
N.A. 
39 
0.21 
44 
3020 
66 
9014 
(1987) 
0.29 
46 
10268 
1988) 
49 
1 Iraqi 
Dinar 
1 Dinar= 
57.7085 
rupees 
0.50 
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country was changed and the agreements and protocols which were 
signed by the previous government with different countries were 
cancelled and the development programme of the country which 
was going on with the help of USA, Europe and Japan was 
disturbed. In these circumstances, India lost a substantial 
part of his trade with Iran and India's joint ventures and 
project exports in Iran. Amidst all these developments and 
confusions about Iran's future policies and when the country 
even could not get stability after the revolution, the bloody 
interecine war between Iraq and Iran started in September 1980 
that continued upto August 1988. The war put a severe test to 
Indian diplomacy towards Iran and Iraq. Mostly economic 
considerations had strained India's response to the war. 
Before the war, India used to receive 70 per cent of her total 
oil imports from Iran and Iraq but due to war India suffered a 
great loss in terms higher oil prices and her reduced exports 
to these countries. However during the war period also, 
India managed to regain the previous position in Iranian market 
and tried her best to maintain the tempo of exports and India 
supplied a number of traditional and engineering goods to Iran, 
though the trade of Iran as a whole had declined. Considering 
due to the shortage of fund. 
After the cease-fire between Iran and Iraq, Iran is 
engaged in the reconstruction of her war shattered economy and 
64. Jha, A.N., op. cit., p. 164. 
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there are bright prospects for India to join the reconstruction 
process. Although, at present Iran has an acute shortage of 
foreign exchange, however the possibilities of Indo-Iranian 
collaboration in trade and industrial development are extremely 
good. During Iran-Iraq war India had tried her best to 
maintain the position of a neutral country and this policy 
would reward her a lot. Iran's import trade is expanding at a 
tremendous rate and there is a bright chance for India to tap 
this huge Iranian import market. Although during the whole 
decade of eighties Iran h*ad to reduce her non-military imports 
so as to chanalise the resources to meet the war expenditure, 
even during that period also Iran imported a number of 
commodities from India. Now the war is over and India again 
can capture her lost position in the Iranian market. Although 
the place of India in selling up Joint Ventures and project 
export to Iran is far away from other developed of NICs, 
however, it can try for setting up joint ventures and project 
exports in certain area in which India has a long experience. 
The possible areas of cooperation include rural electrifi-
cation, generation and transmission of power, development of 
railways and tracks, construction of railway lines, consultancy 
services, technical assistance, supply of railway equipments, 
ship building and repair of ships etc. 
A major dispute between the two countries has been the 
Kudremukh Iron Ore Project. The 1975 contract had envisaged 
supply of 150 million tonnes of iron ore concentrated over a 
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period of 20 years at the rate of 7.5 million tonnes a year. 
The agreement was signed by the Shah government and the first 
instalment of the loan for the development of Kudremukh mines 
was authorised from Iran. But after that the government in 
Iran changed and the new government cancelled all such type of 
agreements signed by previous regime. As a result of that Iran 
neither lifted the agreed quantity of Iron ore nor did it 
provide the credit of $ 630 million as contracted earlier. 
According to reports in August 1989, attributed of the official 
Islamic Republic News Agency, the Iranian cabinet approved a 
draft law setting the dispute, but no details of dispute or 
settlement were mentioned. Apparently India would return 
$ 250 million which Iran had invested in the project and Iran 
in turn would lift iron order when its Ahwaz steel plant would 
go on stream. 
Indian imports from Iran have been on the decline from 
the peak of Rs. 1331 crores in 1980-81 to only Rs.l20 crores in 
1987-88* India's exports to Iran which consists mostly of tea 
has fluctuated from year to year_^  was fe. 139.27 crores in 
1987-88. Although total trade between the two countries had 
declined over the years, with the end of the war and the 
decade of reconstruction on the launch, India may well seek 
opportunities to take part in the economic reconstruction. 
As of March 1989, Indian outstanding in respect of projects and 
commodity exports made to Iran amounted to Iran !&. 46.98 
crores . In November 1990, India offered to cooperate with 
65. Economic Intelligence Service, Bombay, 1991, op. cit., 
p.53. 
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Iran on all aspects of the development of railways. 
.'(1./15) The Basis of Trade : 
The modern socio-economic system is such that no 
country can claim to be self contained and self-sufficient. 
Even the most developed and resourceful economies like U.S.A., 
Japan, France, U.K., West Germany etc. have to import a lot of 
their raw materials, other goods and services from other 
countries. Such exchange of commodities is known as trade and 
it is the best of all transactions between the nations.^ 
The world trade has grown exceptionally fast in the 
post war years. The forces behind internationalization process 
have been strong. Technical progress in transport and communi 
cation has played an important role. Increased returns to 
scale in production and high income elasticities for different 
products have also had their impact. These and many other 
factors have favoured international specialization and trade. 
Trade is a principal way to link a number of economies 
through the extension of market from national to international 
level. Analysis of trade behaviour raises two types of 
questions the first is the realm of positive economics and the 
second to welfare economics. Examples of first type are why do 
nations trade? What commodities do they trade? With whom do 
they trade? Why is it that some countries show spectacular 
66. Soderston, BO, International Economics, Second ed. 
Hong Kong, 1980, p. 1. 
a 
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export performance while others do not. Thus the first type 
of issues refer to the analysis of determinents of trade 
behaviour at the various levels of trade activities. The 
second type of question is concerned with the normative 
prescriptions as to what should be the choice commodity 
composition of imports and exports, choice of importing and 
exporting firms, choice of trade strategies or policies etc. 
obviously normative analysis implies specification of 
welfare critism for the choice problem. Analysis of the issue 
one type may, of course, provide answers to the questions of 
the other. 
Trade theory has developed in both the directions 
beginning from the classical analysis of Adam Smith (1776), 
Ricardo (1817), J.S. Mil (1948), Heckscher (1919), Ohli 
(1933), Samuelson (1948) and many others upto modern times. 
Following is a brief description of few of them. 
According to Adam Smith trade between two nations is 
based on absolute advatage, when one nation is more efficient 
than (or has an absolute advantage over) another in production 
of one commodity but is less efficient than (or has an 
absolute) disadvantage with respect to the other nation in 
producing a second commodity, than both nations can gain by, 
each specializing in the production of the commodity of its 
absolute advantage and exchanging part of its output with the 
fi 7 
Other nation for the commodity of its absolute advantage. 
67. Dominick, Salvatore, International Economics, New York, 
1983, p. 17. 
m 
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Adam Smith became the first Prophets in international 
economics because of the influence of his vigorous attack on 
merchantilist restrictions and his alternative economic 
premises of "laissez-faire", free trade. He gave a focus to 
preceeding economic though by his systemisation of its 
revolutionary principles and above all, because of his 
identification of the concept of "absolute advantage" which 
provided the foundation stone of what was subsequently 
developed by other into a 1 aw of comparative advantage. // 
Smith emphasised one possible function of trade which 
was neglected by subsequent writers and not incorporated in/;, 
development of classical comparative cost theory that trade 
provided a 'vent-for-surplus' function whereby a country's 
superfluities of production could, be exchanged for some thing 
else, which may satisfy a part of its wants and increase its 
enjoyments. 
In 1817 Ricardo published his "principles of political 
economy", in which he presented the law of comparative 
advantage. It is one of the most important and still 
unchallenged law of economies, with many practical 
applications. According to the law of comparative advantage, 
even if one nation is less efficient than (has an absolute 
disadvantage with respect to) the other nations in the 
production of both commodities, there is still a basis for 
mutually beneficial trade. The first nation should specialize 
in the production of and export the commodity in which its 
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absolute advantage is smallest (this is the commodity in which 
its comparative disadvantage). 
Ricardo presented his comparative cost discussion with 
reference to the domestic relative real labour cost values 
obtaining in each country in the pre-trade closed economy 
position. These values are not expressed in terms of money as 
the common denominator put by reference to the days of 
unskilled labour required to produce defined quantities of 
each of the two products under consideration to which disparate 
rates are reducible in principle. Thus the relative values 
of goods is determined by the amount of labour so applied. 
This labour theory of value requires that capital and labour 
are employed in the same proportion in the production of all 
commodities . 
With in the static operational content of a two nation 
two commodity model, where labour is mobile nationally but 
immobile internationally with perfect competition prevailing 
in all factors and product markets, /;^onstant costs of 
production (No economies or diseconomies of scale), zero 
transport costs and barter trade, production is measured 
nationally in terms of its relative domestic real labour cost 
of production. In comparing national sets of labour costs 
ratios, a basis of trade is shown to exist where absolute and 
aaa comparative advantage persist but nor where equal 
advantage exists. 
68. Ibid., p. 19. 
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Thus the comparative cost theory provided an abreviated 
account of the conditions of supply while it remained quite 
about demand. It was J.S. Mill, answered these questions, 
giving his concept, generally called "Law of reciprocal demand" 
and same times the "Equation of international demand". 
Mill presented his discussion on the basis of 
reciprocal demand, i.e. that the produce of a country exchanges 
for the produce of the other countries at such values as are 
required in order that the whole of her exports may exactly 
pay for the whole of her imports//^11/ 
Marshall and Edgeworth gave the classical model its 
final integrity, by adding the general equilibrium analysis 
depicted by means of 'offer curves', on the assumption that 
the operations of monetary institutions did not in the long 
area seriously affect the dimension of the real quantities or 
the forms of the real quantity functions. Thus for the first 
time a model of international trade flows were shown to depend 
not only comparative costs, i.e. supply, but on the conditions 
of demand. 
Ricardo's theory of comparative advantage as 
reinforced by Mill, Marshall and Edgeworth dominated 
international economic thought for over a century despite 
continental criticism. It was replaced by a new theory that 
evolved as a result of Heckscher's article "The effect of 
foreign trade on the distribution of income" (1919), Ohlin's 
book international and inter-regional trade (1933). 
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The Heckscher-Ohlin (H-O) theory can be presented in a 
nutshell in the form of the theorums: the socalled H-0 theorum 
(which deals with and predict the pattern of trade) and the 
factor price qualization theorum (which deals with the effect 
of international trade on factor prices). 
We can state the Heckscher-Ohlin theorumas follows: 
A nation will export the commodity whose production requires 
the intensive use of the nations relatively abundant and cheap 
factor and import the commodity whose production requires the 
intensive use of the nations relatively scarse and expensive 
factor. In short the relatively labour rich nation exports the 
relatively labour-intensive commodity and imports the 
69 
relatively capital intensive commodity. 
Of all the possible reasons for differences in relative 
commodity prices and comparative advantage among nations, the 
H-0 theorum isolates the difference in relative factor 
abundance of factor endowments, among nations as the basic 
cause of determinant of comparitive advantage and 
international trade. For this reason, the H-0 model is often 
referred to as the "factor-proportion" or "factor endowment 
theory". That is each nation specialize in the production of 
and export the commodity Intensive in its relatively abundent 
and cheap factor and imports the commodity intensive in its 
relatively scarce and expensive factor. / 
69. Ibid. , p. 100-101. 
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Thus H-0 theorum explains comparitive advantage rather 
than assuming it (as was the case of classical economists). 
That is, the H-0 theorum postulates that the difference in 
relative factor abundance and price is the cause of pretrade 
difference in relative commodity prices between two nations. 
This difference in relative factor and relative commodity 
prices between the two nations is translated into a difference 
in absolute factor and commodity prices between the two 
nations. It is this difference in absolute commodity prices 
that is the immediate cause of trade. 
Kravis advanced the idea that a substantial part of 
international trade was an exchange between goods available in 
one or a few nations but not in others. With respect to 
availability, he referred to two main types of goods; goods 
not available in the absolute sebse; and goods where for 
reasons of high domestic inelasticity of supply an increase in 
output can be achieved only at a high cost. 
With respect to technological progress availability is 
paramount because of the stimulus to export which it provides, 
the advantages that flow from the possession of the newest 
products and of the most recent improvements on all kinds of 
goods. Benefits materialise from this because demonstration 
effect may be expected to create an almost instantaneous demand 
abroad for new products. Thus a country's export industries 
are likely to embody higher rates of technical progress than 
the same industries in its trading partner countries. 
y 
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A further reason put forward by Kravis to support his 
availabilityexplanation of trade flows is that in the real 
world free trade is abused, as government controls and cartels 
tend to shut out imports that could be produced and have even at 
a slightly higher cost, with the result that imports may be 
confined to goods unavailable only at a formidable cost. 
Linder's basic concept is that the range of exportable 
products is determined by internal demand. It is a necessary, 
but not sufficient, condition that a product be consumed (6r 
invested) in the home country for this product to be a 
potential export product./ 
Linder argues that internal demand determines which 
product may be imported. The more similar the demand structure 
of the two countries the more as a country grows and its per 
capita income increases, the demand structure of that country 
will change. As a consequence the range of potential and this 
also actual - export will change. This will introduce an 
element of gradual change in the pattern of specialization. 
In general, he suggests that a part from the cons-
training forces in the trade, (distance, transport costs and 
man-made obstacles) the volume of trade will be greater the 
larger/^nd similar the per capita income of the trading 
countries, and the greater and overlap in the commodity 
composition of the potential export range of any pair or group 
of countries. Thus, relative factor proportions to the extent 
they influence relative commodity price structures at all, need 
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not be reckoned with in respect to goods outside the overlaping 
demands. 
l.LeO A Criti( (1 6) cal Review of Various Trade Policies 
The brief account of the different theories of determi-
nants of trade discussed above brings out two basic features 
common to almost all of them. 
(i) Each theory provides only a partial truth. There is no 
attempt to identify the relative importance of the 
different determinants of trade behaviour. In the real 
world where several assumptions of the factor 
proportion theory, for instance, do not hold good, it 
would be useful to know whether distortious introduced 
by tarrifs, subsidies and trade policies in general 
are stronger determinants of trade behaviour than 
factor proportions and factor endoursements. Such 
questions are left out of the perview of these 
theories. 
(ii) Many features relevant to the institutional framework 
of the developing countries are not included in them. 
In view of these limitations, the theories have less 
operational value to the developing countries. Thus 
the need of a unified trade theory for developing 
countries becomes obvious which includes various 
specific aspects of the trade activity in the 
developing countries such as planning strategy, 
institutional structure, market imperfecting etc. 
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Strategy of Planning : 
The level and commodity composition of exports and 
imports of developing countries are closely related to the 
development strategy adopted by the planning authority of the 
country. Trade activity cannot, therefore, be viewed in 
isolation from the process of overall planning for allocation 
of resources. In developing countries, planning has several 
objectives, some of which are based on purely economic 
considerations while others are prompted by sociological 
factors and/or political pressures. It is planning which 
implies deliverate effort on the parts of the planner to 
generate resources and allocate them in a deserved manner, the 
choice of the commodities for import substitution, imports and 
exports depends upon the strategy of planning adopted by the 
planner. Hence the process planning, the objectives of 
planning and trade-activity should,be considered simultaneously 
in the explanation of the latter.'-' 
Institutional Structure : 
Analysis of the trade flows for developing countries 
cannot be meaningful unless the aspects of the institutional 
structures of the economy are emplicitly introduced in it. In 
developing countries, socio-political cum-cultural institutions 
of different background and objectives are present. They 
influence the attitudes and decisions of the various decision 
making entities. Further, it is obvious that availability of 
perfect institutional network to disseminate information of 
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new techniques market demand patterns, changes in testes 
credit facilities, and deal with procedinal matters with the 
government etc. goes a long way in determining the nature and 
pattern of the exports and imports. / 
Heterogeneous Factors : 
The third feature of the developing economies to be 
built in to the trade theory, pertains to the lack of 
homogenity in the factors and products entering in the trade 
and the quality problem. Invariably, an import substitute and 
an imported good differ in their quality aspects. An export-
able product may be different from a similar commodity supplied 
by a developed country. Associated with this are the 
advantage of the established and names, patents etc. and the 
attitude of the people of the developing countries to prefer 
the imported goods to the local products even when the two 
goods are comparable in quality. The quality difference 
in products either real or apparent induce trade flows 
independently of the cost considerations. 
Government Policies : 
Related to the factor stated above is the more general 
aspect of the various policies adopted by the government. 
Policies of import restrictions, exchange controls etc. often 
encourage domestic production of import substitutes at high 
costs and thus distort the pattern of import flows. Similarly 
export, subsidies, explicit or implicit may enable to country 
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to export a wide range of products. Complex policy system 
contain mutually inconsistent set of policies and the 
government may not be aware of the final effect of these 
policies. Further, the pressure of the various shades of 
political thought and ideolgies^ the influence of vested 
interests, regional balances, external prestige, defence needs 
etc. would have significant effects on the choice of the 
policies by the government and consequently on the pattern of 
trade flows. 
Trade Vs Aid : "^ 
This is another issue of vicious nature. Trade 
influences the magnitute of aid requirement while the aid 
inflow, has also significant effect on the nature and pattern 
of trade. The effect of 'tied aid', bilateral aid arrange-
ments for domestic currency payments etc. seem to undermine 
the role of cost aspects of determinants of trade flows. 
Added to this area the aspects of established trade relations, 
bilateral trade agreements, regional trade blocks, which 
influence the nature of the trade flows. Further, 
multinational corporation (MNCs), private foreign investments, 
trade in knowhow and skills also influence the trade patterns. 
Thus, it is pertinent to consider the above mentioned 
factors to determine the trade behaviour of a country and for a 
sound analysis of trade flows among the developing countries 
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(1.17) Role of Foreign Trade In Indian Economy : 
India's foreign trade does occupy an important place In 
the overall developmental process of the economy. It comprises 
export of goods like Coffee, tea, textiles and engineering 
goods. India exports services like shipping, air services 
and some skills. In the fifties and early sixties, foreign 
trade in Indian context meant only imports.J^From mid sixties 
to mid seventies, foreign trade has meant both export 
promotions and imports substitutions at the same time. Export 
promotion and import restrictions have been the main planks of 
our trade policies. It is only from the late seventies thp 
foreign trade has come to mean export and import both, and the 
development role of import has been reco.^nised and import 
management rather than import restrictions is entering as a 
specific future of the policy frame. 
It is now being recognised that export, apart from 
providing the foreign exchange resources would contribute to 
the greater efficiency in resource use, better technology and 
better quality. 
The performance of foreign trade sector in Indian 
Economy has shown a mixed characteristics in the last few 
years. When the world trade as a whole was realing under the 
burden of recession in the developed industrial economics, 
70. Panchmukhi, V.R. , "Place of Foreign Trade in Indian 
Economy", in Malcom S. Adiseshiah (ed.), Role of 
Foreign Trade in Indian Economy, Lancer Inter-
national, New Delhi,/986, pp~. 31-32. 
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India's export showed considerable resilience, at an everage 
annual growth rate of about 13( per cent between 1980-81 and 
1984-85. In 1984-85, India's exports have increased by 18 per 
cent. India's share in total world export in the same period 
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was about 0.4 per cent. 
On the balance of payment front, India's trade deficit 
accounts for nearly 60 per cent of export earnings, the debt 
servicing is as high as 22 per cent and foreign exchange 
reserves are hardly sufficient to cover three months imports. 
To get rid of the economy from the present critical position 
there is a need for higher growth in exports 
Upto modern times India's imports have been bare 
essentials. In 1983-84, petroleum and lubricants, capital 
goods and non-metalic mineral manufactures together accounted 
for 58 per cent of the import bill. In most cases the import 
have been noncompetitive with domestic production. On the food 
front, imports of cereals and edible oils have helped in 
72 keeping the domestic prices down. 
Most domestic industries require some foreign inputs, 
be it technology, capital equipment or simply raw materials. 
Industries with a high proportion of imports in absorption are 
paper, industrial chemicals, basic metal industries, non-
electrical machinery, transport equipment and professional 
goods. Gem and jewellary is an export oriented industry 
dependent primarily on imports. 
71. Ibid., p. 36, 
72, Ibid., p. 45, 
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(1,18) Purpose and Scope of the Study : 
The basic objective of the study is the furthering of 
the national and collective self-reliance of developing 
countries to solve their development problems.in the context of 
South-South cooperation. Greater collective self-reliance 
among developing countries will strengthen their economies, 
improve their terms of trade and will help speed up the 
process of their development. Third world countries, taken 
together, possess enormous natural resources, largely 
capability to manufacture or produce nearly everything. These 
countries, therefore, stand to derive greater mutual benefit by 
working together and in close cooperation with each other. 
This cooperation may encompass the areas of trade, finance, 
manpower, food industry, energy and technology. 
In the present study a modest attempt is made with the 
purpose of understanding and analysing the major issues 
involved in trade relations between the concerned trade 
partners so as to provide a basis for development cooperation 
on a fairly stable basis. The principal objective of the 
present study is to study India's economic relations with(Iraq / 
and Iran since 1972. It aims at analysing in some depth the 
pattern of India's trade relations with Iraq and Iran in 
terms of imports and exports between the two countries, their 
composition, trend and volume. In addition, the study has 
highlighted sectoral areas of each country's economy in which 
volume of trade and other types of economic cooperation could 
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be further increased on rational basis for increasing the 
prospects of promoting bilateral cooperation. The premise of 
the study is that since India, Iraq and Iran are developing 
countries with a wide agricultural base and are keen to 
diversify their economic structure, there is considerable 
potential for increasing economic cooperation. Iraq and Iran 
started massive industrialization in the country after carrying 
huge foreign exchange by oil and since India has emerged as an 
industrial leader among the developing countries, there is 
much in common which could be developed, shared and made 
available on an exchange basis particularly in terms of 
technology and supply of capital equipments for improved 
performance specially in agricultural and industrial sector 
for transforming their economic structure. 
(1.19) Hypothesis : 
The study has been undertaken by the following 
hypothesis: 
1. Trade relations among the concerned countries have not 
been significant to the mutual advantage of trading 
partners during the past two decades. 
2. The concerned trading partners were not able to 
diversify the composition of traded commodities. 
Diversification in the export base from primary goods 
to manufactured products will prove helpful in 
furtherning trade and economic relations. 
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3. The main hypothesis while analysing the impact of oil 
revenues on India's economic relations with Iran and 
Iraq has been the deterioration of balance of payment 
position of India and further expansion of India's 
export base to these countries and maintain a 
considerable share in the growing imports of these 
countries after oil revenue boom. Taking part in the 
infrastructure development of Iran andfIraq Iwill be the 
mutually advantageous for the concerned countries. 
(1.20) Data Base Limitations and Plan of the Study : 
The study is based on the analysis of emparical data 
collected mainly from Directorate General of Commercial 
Intelligence and Statistics (DGCIS), Annual Reports of Ministry 
of Commerce, Economic Surveys of the Government of India etc. 
Data available from international sources like, UN., OPEC and 
other agencies have also been used. Studies and surveys 
conducted by Federation of Indian Chambers of Commerce and 
Industry (FICCI) and Indian Institute of Foreign Trade (IIFT) 
have also been utilized. Since the original data from Iraqi 
sources were not readyly available, wc had to rely upon 
Indian sources and other International agencies. 
Statistical methods and models have been employed to 
test the significance of the various degrees of economic and 
trade relations. It is hoped that the study would be useful 
in formulating our trade policies vis-a-vis the concerned 
economies in particular. 
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The study is divided in six chapters. The first 
chapter deals with the overall socio-economic scenario of 
India's two trading partners namely Iraq and Iran. It also 
deals with the prospects of economic and technical cooperation 
among developing countries in the context of South-South 
Cooperation. The significance of various trade theories and 
their implications for developing countries also have been 
analysed. This chapter also describes the historical 
background of Indo-West Asia relations and their prospects in 
modern times. An attempt is made in Chapter II to analyse, in 
detail, the India's trade relations with Iraq and Iran since 
1972. It also deals with the position of India in the 
aggregate import of these two countries from all over the 
world. The impact of oil price hike of 1973-74 and of 1979-80 
and the response of Iran, Iraq war on India's exports to these 
two countries have been incorporated in this chapter. India's 
balance of payment position with the two leading trade partners 
of West Asia have also been analysed in details. 
Chapter III discusses with the commodity composition of 
India's trade with Iraq and Iran. The analysis has been made 
on two levels, firstly according to SITC section level and 
thereafter on three digit level. The important commodities 
from the point of view of India's exports to these countries 
have been pointed out and the commodity groups which have 
persistent on increasingly demand in these markets also have 
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been listed out. The export of primary and manufactured good 
to Iraq and Iran and India's import of petroleum products from 
those economies have been analysed thoroughly. 
Chapter IV deals with India's receipt of grants and 
aids from Iraq and Iran and purpose-wise distribution of these 
loans in various sectors and also proper utilisation of these 
loans have been analysed in details. In chapter V, an 
attempt has been made to trace out the various agreements of 
economic collaboration in field of Joint Ventures and project 
exports to Iraq and Iran from India. Different factors 
influencing the Joint-Ventures and project exports of India in 
these countries. Chapter VI provides the summary and major 
conclusions of the analysis. The results of different chapters 
as well as recommendations have been incorporation in this 
chapter. 
CHAPTER - II 
OIL REVENUES OF IRAQ AND IRAN AND THEIR TRADE WITH INDIA 
CHAPTER - II 
OIL REVENUES OF IRAQ AND IRAN AND 
THEIR TRADE WITH INDIA 
(2.1) Historical Review of India's 
Trade with Iraq and Iran 
The steeply spiralling oil prices after 1973 brought 
fabulous wealth to the oil rich Gulf countries in particular. 
Their oil earnings have put them on the top of the world in 
economic sence and made some of them the world's richest 
financial giants such as Saudi Arabia and Kuwait. These 
countries enjoyed oil income beyond their capacity to absorb 
it. With this sudden influx of disproportionate wealth, these 
countries started ambitious development programmes. They have 
set up many big industries, well developed infrastructure and 
have launched numerous welfare projects. These circumstances 
brought an 'unprecedented opportunity for Indian exporters 
entrepreneurs, businessmen, technologist, consultants and 
construction supervisors. The geographical position of India 
places Indian exporters and entrepreneurs in an advantageous 
position. Many factors which favour India include; India's old 
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and present friendly relations with these countries nearness 
of markets existence of proprietory firms run by the people 
of Indian origin, India's emergence as a regional industrial 
power in the thid world etc. 
In the post-independence history of India's foreign 
trade the period between 1950-51 to 1965-66 was marked by 
virtual stagnation in her world exports. The average annual 
growth rate of India's exports was a modest 1.95 per cent 
during this period. In the same period the export growth rate 
to Gulf countries was 1.3 per cent. The share of Gulf 
countries in India's total exports remained stationary at about 
3 per cent throughout this period. This stagnation was due 
to the general stagnant characteristic feature of India's 
overall exports. In this period the import growth rate of 
four major Gulf countries namely Kuwait, Iran, Saudi Arabia and 
Iraq was 16.2 per cent, 15.9 per cent, 13.1 per cent and 8.5 
per cent respectively. Thus overall growth rate of Gulf 
countries flourished in this period but India could not take 
full advantage of opportunities that existed there. 
1. Cf. Monthly Statistics of Foreign Trade of India vol. 
r^ ' Exports and Re-exports, Relevant March issues, 
DGCI&S, Calcutta. 
2. Narula, S., India' s Gulf Exports, Anupam Pub., Delhi, 
1988 p. 20. 
3. Cf. Year Book of International Trade Statistics UN, 
Various issues. 
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Apart from many factors for such stagnation in India's 
exports, inflexible composition is considered as a major 
cause. India's traditional exports continued to dominate the 
export list during this period and these were precisely the 
commodities which had a stagnant overseas demand. Towards the 
Gulf too, these traditional commodities namely cotton textiles, 
tea, coffee, spices, sugar and jute remained at the top of the 
export list, while the situation warranted introduction of 
those commodities which could fit into the new demand pattern 
of the Gulf countries. India was just not in a position to do 
that at that time. Besides, as a consequence to this prolonged 
overall stagnation, share of India's exports in the world 
exports showed a marked decline from 1.88 per cent in 1950 to 
0.90 per cent in 1965.'^ 
In the Gulf region Iran, Kuwait, Iraq and Saudi Arabia 
were the main countries of export destination. These four 
countries had 83 per cent share in India's total Gulf exports 
in 1950-51. Their share continued to be around 80 per cent in 
1965-66. (Iran 25 per cent, Kuwait 19 per cent, Iraq 18 per 
cent and Saudi Arabia 17 per cent) . Thus over the whole 
period there was a clear cut dominance of these four countries. 
4. 
5. 
I b i d . , 1974. 
DGCI&S., C a l c u t t a 
A^.^ ; ^-i 
T43T1 
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(2.2) The Oil Revenues of Iraq and Iran Since 1972 : 
The 1970s are often described as the era of the Arab 
oil. However the sharp rise in the oil prices generally 
between the autumns of 1973 and 1981 makes the simple pharase 
the era of oil a more apt description of this period. 
Until June 1973 the price per barrel of OPEC oil was 
only $ 2.9 per barrel. In November 1973 it rose sharply to 
$ 5.18, in the wake of October 1973 war (Arab-Israel War). 
Two months later, in January 1974, it further rose to $ 11.65 
per barrel. In January 1977, it soared to $ 12.9 and in July 
of the same year it reached $18. In February 1980, it again 
rose to $26; and in October 1981 it stood at $34, the heighest 
level it reached before embarking on a course of relative 
decl m e . 
The steep rise in the prices during the seventies and 
early eighties had a forceful impact on the political economic 
and social makeup of the oil producing countries. Indeed the' 
impact extended beyond the oil producing countries. In the 
West Asian region the resultant change from the oil price 
increase was too great to be confined within the borders of 
the oil producing countries. The major impact of increased oil 
revenues was felt in Saudi Arabia, Iran, Iraq, Kuwait, UAE, and 
Qatar, 
6. Rumaihi, Mohammad Al., "Social and Psychological Impact 
on the Arab World", in Farid, Abdel Majid and 
Sirriyeh, Hussein (eds.), The Decline of Arab Oil 
Revenues, London, 1986, pp. 84-85. 
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These rapidly increasing oil prices during the 1970's^ 
tremendously affected the economic relations of oil exporting 
countries with the rest of the world and changed the context 
of North-South relations. With the high oil prices their oil 
income started to increase at a rapid rate and within few 
years these countries became the financial giants of the third 
world. 
After 1981, a glut in the world oil market started and 
oil prices started soaring. Since 1981 the oil revenues of 
OPEC countries have declined by about 40 to 50 per cent. This 
decline had an enormous impact on the oil producing countries 
as a whole as well as on economic and political relations 
between the oil exporters, industrialized world and Third 
World. 
Oil revenues of these oil exporting countries have 
been used to accelerate the economic development of these 
countries. This resulted in the expansion of domestic as well 
as international markets, particularly those countries which 
were exporting engineering and capital goods. The changes also 
took place in the economic exchanges between OPEC and other 
developing countries. In the period between 1970-80, the 
growth in the bilateral trade was largely due to the oil price 
increase. Exports of goods and services from the oil importing 
to the oi] exporting countries, aimed at the payment of higher 
cost of oil imports, increased. Reciprocal trade and export of 
skilled and unskilled manpower from Asian Countries had also 
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improved. The financial assistance to other developing 
countries also became an importat factor in the transfer of 
financial resources to the poor countries. During 1974-82, 
OPEC's assistance amounted to $ 62 billion, two thirds of 
which was in the form of grants and more than 20 per cent in 
loans with a considerable grant element. Although the Arab and 
Muslim bias was apparent in these grants and only a fifth of 
total assistance was given to non-Muslim countries. This 
assistance covered, an average, less than 20 per cent of the 
spending of receipient countries in oil imports from the Arab 
8 
region. 
/^Oil Revenue Trends of Iraq : 
Like all the oil exporting countries of the West Asia 
region Iraq's economy during the 1970s was experiencing a 
period of unparalleled boom. Oil output had increased from 
about 2 million barrels per day (mbd) in 1973 to 2.4 million 
barrels in 1978 and again 3.3 million barrels per day in 1979. 
From Table -2.1, it is seen that the oil exports of Iraq had 
tremendously increased during the 1970s. In 1980s the oil 
exports of Iraq started to decline mainly due to Iran-Iraq 
war. Oil revenues of Iraq had also risen significantly from 
$ 788 million in 1970 to $ 1842 million in 1973 and again 
Andreasyan, Ruben N. "Impact on Arab Economic Relations 
with Advanced Capitalist States and Developing 
Countries", in Farid, Abdel Majid and Sirriyeh, 
Hussein (eds.) op. cit., p. 72. 
ibid., p. 73. 
81 
TABLE 2.1 
VOLUME AND VALUE OF IRAQ'S OIL EXPORTS 
Year 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
Oil exports 
(Thousands 
barrels/day 
1495.8 
1618.9 
1436.1 
1925.8 
1849.0 
2058.8 
2241.1 
2167.4 
2384.4 
3275.3 
2459.0 
746.1 
811.4 
725.4 
856.0 
1085.4 
13720.0 
17040.0 
2205.0 
2405.0 
1676.0 
Value of 
total exports 
(Million US $) 
847 
1139 
1108 
1955 
6601 
8297 
9272 
9704 
11123 
21525 
26438 
10564 
10259 
10035 
12252 
11674 
7538 
11642 
Value of oil 
exports 
(Million US $) 
788 
1083 
1027 
1842 
6534 
8227 
9201 
9560 
10913 
21382 
26296 
10422 
10096 
7816 
9354 
10685 
6905 
11416 
10952 
14500 
9463 
Oil exports 
as 7o of 
exports 
93.0 
95.1 
92.7 
94.2 
99.0 
99.2 
99.2 
98.5 
98.1 
99.3 
99.5 
98.7 
98.5 
98.7 
97.9 
97.5 
96.0 
97.1 
Source : OPEC Annual Statistical Bulletin 1987, 
Vienna, Austria, 1987. 
OPEC 
Middle East Economic Suvey (MEES), vol. 36, 
No.6, 9 November 1992. 
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$ 10913 million in 1978, By 1979 oil revenues had risen by 
95.93 per cent from 1973 to $ 21382 million. In 1980, the oil 
revenues of Iraq were to the tune of $ 26216 million, again an 
increase of 22.61 per cent from the previous year. In 
September 1980, Iran-Iraq War started which continued upto 
1988. During the period of war, the oil productions and 
exports were .destablised and as a result the oil revenues of 
Iraq declined considerably from $26.3 billions in 1980 to only 
$7.8 billions in 1983 and again declined to $6.9 billions in 
1986. In all, a total decline of about 73.76 per cent is seen 
between 1980 to 1986. During the same period the decline in 
the oil exports was only to the extent of 44.2 per cent. So we 
can say that this drastic decline in the oil revenues of Iraq 
was partly due to decline in oil production and exports and 
partly due to the declining oil prices in the international oil 
markets. 
From table 2.1 it is evident that the share of oil in 
the total exports of Iraq is very high. In 1973, this share 
was 93 per cent which increased to 99 per cent in 1974 and 99.5 
per cent in 1980. This high percentage of oil in the exports 
sector shows the near total dependence of Iraq on her oil 
production and export. This extremely high share of oil in the 
foreign trade of Iraq continued even in the decade of 1980s, 
when the oil prices were soaring. In 1986 it was 96 per cent 
of total exports and increased to 9.71 per cent in 1987. 
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In all, before the Iran-Iraq War, Iraq was going 
through a period of 'never had it so good', with years of 
sustained economic growth, the building of its infrastructure 
and a rapid and unparalleled rise in oil exports and revenues. 
By far the most severe blow to the economy of Iraq as a result 
of the war was its oil sector, within the few days of the war, 
many Iraqi refineries, loading facilities and pumping stations 
were put out of action and thus Iraq was forced to suspend 
virtually all its oil exports. 
The significant decline in oil production and exports 
can best be seen in table - 2.1, where the volume and value of 
oil exports are noted. As can be seen, oil exports declined by 
25 per cent and 70 per cent between 1979-80 and 1980-81 
respectively, where it fell from 3.3 mbd in 1979 to 2.5 mbd 
in 1980 and then fell drastically to only 0.75 mbd in 1981. 
Since 1982 the situation had improved somewhat, although not 
rising to anything near the pre-war level. By 1986 and 1987 
oil exports had increased to 1.4 mbd and 1.7 mbd respectively. 
The decline in the oil exports had resulted in a 
massive reduction in oil revenues and foreign exchanges. As 
can be noted, given the serious damage to oil export 
facilities, the revenue generated by petroleum exports fell 
drastically. It fell from $26296 millions in 1980 to only 
$ 10422 millions in 1981 and only $6905 millions in 1986, 
representing an average annual decline of about 16 per cent 
during that period. 
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The all-round impact of increasing oil revenues on 
Iraqi economy during 1970s and then the deteriorating 
situation due to war during eightees, is evident when we 
analyse the non military imports of Iraq during the same 
period. The value of Iraq's total non-defence import was 
$8984 millions in 1979, increased to $14067 millions in 1980, 
$20,922 million in 1981 and again to an all time high of $21728 
millions in 1982, representing an average annual growth rate of 
32.2 per cent during that period. This high growth rate in the 
Iraqi imports during the early years of war was mainly due to 
Iraq's Arab allies like Saudi Arabia and Kuwait, who were 
financing Iraq for its war expenditures. After 1982, the Arab 
allies of Iraq reduced the cash support as well as the 
exhaustion of Iraq's foreign exchange reserves Iraq's ability 
to sustain high levels of imports. Indeed, between 1982-83, 
1983-84 and 1984-85, the value of exports fell by 44 per cent, 
9 per cent and 6 per cent respectively. By 1986 the total 
9 
imports had fallen further to only $8847 millions. 
In 1988, hostalities between Iran and Iraq were stopped 
and it was expected that Iraqi economy will again gain momentum 
for the rebuilding of the war ravaged economy. Since 1988 the 
export of oil had increased drastically. But in August 1990, 
Iraq invaded her neighbouring Arab state, Kuwait and after that 
U.N. imposed an economic and trade imbargo on Iraq and again 
Direction of Trade Statistics Year Book 1987, Inter-
national Monetary Fund (IMF), Washington D.C. 
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its export of oil had stopped. The economic activities of Iraq 
are very closely related with the oil revenues of the country, 
so it is expected that in the future when the sanctions will be 
lifted, Iraqi economy will again develop like the pre-war pace 
of economic development. 
Oil Revenue Trends of Iran : 
During the decade of 1970s, like Iraq, the Iranian 
economy was also booming in the production and export of crude 
oil. However, the oil production and exports of Iran had been 
subjected to much imbalances during 1973 to 1980. The figures 
for oil exports and revenue earnings of Iran during 1970-90 
period are provided in table 2.2. As can be seen, the crude 
oil exports which were 3.31 million barrels per day (mbd) in 
1970, increased to 5.3 mbd in 1973, an increase of about 60 
per cent. In 1975 it declined to 4.7 mbd and next year it 
again reached to 5.2 mbd. Since 1977, a continuous decline is 
seen in the oil exports of Iran which continued upto 1990, 
with certain degree of fluctuations. 
For about two years or so prior to the Iran-Iraq War, 
Iran's economy had been in turmoil. As the Islamic Revolution 
was gathering momentum, so were the strikes and riots , which 
by the end of 1978 had brought the country to a standstill. By 
December 1978, there was a complete cessation of oil exports. 
Oil export, which was 5.2 mbd in 1976 declined to only 2.4 mbd 
in 1979, a fall of about 53.8 per cent. It again fell by 67 
per cent to only 0.8 mbd in 1980. It then rose significantly 
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TABLE 2.2 
VOLUME AND VALUE OF IRAN'S OIL EXPORTS 
Year 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
Oil exports 
thousands 
barrels/day 
3309.3 
3979.0 
4498.4 
5276.8 
5369.2 
4671.0 
5213.7 
4868.4 
447.1 
2407.0 
796.7 
714.6 
1623.2 
1718.7 
1521.8 
1568.3 
1454.0 
1710.0 
1704.0 
2158.0 
2280.0 
Value of 
total 
exports 
Million $) 
2403 
3824 
4041 
6297 
21541 
20181 
23541 
24260 
22476 
19807 
14106 
12597 
19430 
19378 
12422 
13328 
8099 
11090 
1021 
Value of oil 
exports 
(Million $) 
2358 
3494 
3638 
5617 
20904 
19634 
22923 
23599 
21684 
19186 
13286 
12053 
19233 
19225 
12255 
15590 
7129 
10098 
9210 
10809 
17300 
Oil exports 
% of total 
exports 
98.1 
91.4 
90.0 
90,5 
97.0 
97.3 
97.4 
97.3 
96.5 
96.9 
94.2 
95.7 
99.0 
99.2 
98.7 
98.4 
89.4 
90.2 
Source : OPEC Annual Statistical Bulletin 1987, OPEC, 
Vienna, Austria, 1987. 
Middle East Economy Survey (MEES), Vol.36, 
No.6, 9 November 1992. 
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to 1.72 mbd in 1983. By 1986 oil exports of Iran had declined 
to 1.4 mbd. After that it again started to rise and in 1990, 
it was to the tune of 2.3 mbd. In all, during the 1979-86 
period, Iran's oil exports had declined by an annual average 
of 10 per cent, while, during the 1973-78 period, the 
corresponding figure was a decline of only 3.1 per cent. 
This decline in the Iran's crude oil exports is mainly due to 
the disturbances caused by the Islamic Revolution and there-
after eight year long Iran-Iraq War. 
Like the volume of oil exports, the value of oil 
revenues had also been subject of wide fluctuations during 
seventies and eighties. Although these fluctuations were not 
of the same magnitude as of oil exports because of the 
increasing oil prices in the world oil market. Because of the 
higher oil prices after 1973, Iran's oil revenues did not fall 
as much as the volume of oil exports. In 1970, Iran's oil 
revenues were worth $2358 million and rose to $5617 millions in 
1973, an increment of about 138 per cent and again in 1974 it 
was to the tune of $20904 millions. This increasing trend in 
the oil revenues continued upto 1978 with some fluctuations in 
various years. Since 1979, a continuous decline is seen in 
the oil income of Iran due to turmoil in the Iranian economy 
during 1978 and 1979 and after that because of Iran-Iraq War. 
In 1979 Iran exported oil worth $19186 million which further 
decline to $12053 million in 1981. It increased to $19225 
million in 1983 but again in 1984, it was only worth $12255 
10. Mofid, Kamran., The Economic Consequences of the Gulf 
War, Routledge, London, 1990, p.16. 
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million. The oil income of Iran reached to its lowest ebb in 
1986, when it reached to its all time low level of $6261 
millions. This was mainly due to a modest decline in oil 
exports coupled with the steeply declining oil prices in the 
international market. In 1988, Iran-Iraq War came to its end 
and as a result the oil production and export of Iran started 
to increase. In 1990, Iran earned $17300 million from the 
exports of oil . 
Another important feature of table 2.2 is the share of 
oil in the total exports of Iran. The importance of oil in 
providing foreign-exchange earnings during the period under 
study and the failure of Islamic Revolution to diversify Iran's 
foreign exchange earnings can best be seen through the table. 
It is seen that during the early 1970s, the share of non-oil 
products in total exports was considerably high. In 1971, oil 
had provided 91.4 per cent of the total value of exports which 
increased to 97 per cent in 1974, and continued in the same 
range upto 1979. During 1980 and 1981, it declined to 95 per 
cent and again increased in the range of 99 per cent between 
1982-85. After 1985, the share of petroleum in the total 
exports of Iran again started to decline and in 1987, it was 
only 90 per cent of total exports. In all, it can be said that 
indeed, since the revolution, Iran has become much more 
dependent on oil revenues. During 1973-78 period, such 
revenues on average per year had provided 96 per cent of total 
value of exports, while during 1982-85 this was about 99 per 
cent per annum. 
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The all-round impact of increasing oil revenues on 
Iranian economy during the post 1973 period can best be seen if 
we analyse the non-defence import structure of Iran. The total 
non-defence import of Iran were $3658 million in 1973 and rose 
to $ 9695 millions in 1979 and further to $11630 millions in 
1982. It again reached worth $18227 million in 1983 but 
declined to $11658 million in 1985. However, since 1983, as a 
result of sustained Iraqi attacks on Iran's oil facilities, as 
well as a decline in oil prices in general, there had been a 
rapid decline in foreign exchange earnings and thus the value 
of imports fell sharply. By 1986 total imports had fallen to 
only $9775 million.•'"^  
In al], we can say that Iran's import structure is 
closely related with oil income of Iran. During the oil boom 
era India had maintained a fairly good share in the total 
imports of Iran. During 1974, India exported worth $113 
million to Iran that rose to $435 million in 1975. After that 
due to certain reasons, Iran's imports from India declined, 
however, through out the period, Iran gave a fairly good place 
to India for its non-defence imports. After the cessation of 
Iran-Iraq War, Iran again has reached to its pre-revolution 
pace of development as well as after the repairing of oil 
refineries and pumping stations Iran has started exporting oil 
to its full capacity and as a result the oil revenues of Iran 
have also increased considerably. 
11. Direction of Trade Statistics Yearbook 1987, op. cit. 
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(2.3) Trends and Growth of India's Exports to Iraq: 
(1972 - 1991) : 
We may now concentrate on India's exports to Iraq 
between 1972-73 to 1990-91. This period is important for more 
than one reasons as it was marked by a multifold increase in 
crude oil prices which ultimately brought a huge amount of 
wealth in the form of oil revenues to Gulf countries. 
India's total export was worth 1^.1535.2 crores in 
1970-71 which reached to Rs.1970.8 crores in 1972-73, an 
increase of about 28.37 per cent in two years. This amount 
reached to Rs. 3304,1 crores in 1974-75, again an increased of 
about 67.65 per cent during that period. As far as India's 
export to Iraq is concerned, it was worth Rs. 9.6 crores in 
1970-71 and fe. 11.0 crores (including Re-exports) in 1972-73, 
an increment of about 14.58 per cent during that period. In 
1974-75 India's exports (including Re-exports) to Iraq were 
12 
worth fe,72.7 crores (2.20 per cent of India's total exports 
in that year), again an increase of about 560.91 per cent from 
1972-73 to 1974-75. This is very impressive and remarkable 
growth rate in India's export to Iraq only in a two years 
period. India's over all export in that period increased at 
the rate of 67.65 per cent. This is only because of hugeinfluxof 
oil revenues in 1974-75 which enabled the authorities to boost 
up their imports. 
12. ibid. 
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TABLE - 2.3 
INDIA'S EXPORTS TO IRAQ : (1972-73 - 1989-90) 
(Rs. Crores) 
Year 
1972-73-
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
Expor t t o 
Iraq 
9 .03 
19 .19 
65 .06 
59 .14 
4 5 . 0 1 
4 9 . 6 5 
4 5 . 4 8 
57 .03 
51 .19 
8 4 . 4 8 
53 .97 
5h.51 
4 8 . 6 8 
33.<99 
18 .19 
1 7 . 5 3 
52 .87 
125 .75 
7o share of 
Iraq in t o t a l 
exports of 
India 
0 .46 
0 .77 
1.96 
1.50 
0 .88 
0 .92 
0 .80 
0 .90 
0 .76 
1.08 
0 .62 
0 .53 
0 .42 
0 . 3 1 
0 .15 
0 . 1 1 
0 .26 
0 .47 
Yearly 7o 
changes in 
exports to 
Iraq 
• • • 
1 1 2 . 5 1 
239 .03 
- 9 . 1 0 
- 2 3 . 8 9 
1 0 . 3 1 
- 8 . 4 0 
2 5 . 4 0 
- 1 0 . 2 4 
65 .08 
- 3 6 . 1 2 
- 4 . 5 6 
- 5 . 4 9 
- 3 0 . 1 8 
- 4 6 . 4 8 
- 3 . 6 3 
201 .60 
137 .85 
Exports as 
7o of imports 
136 .82 
31 .33 
25 .88 
23 .88 
16 .10 
14 .95 
7 .80 
6 .19 
6 .80 
20 .92 
6 .10 
6 .50 
7.22 
6 .27 
14 .39 
2 .87 
27 .22 
27 .25 
Source Monthly Statistics of Foreign Trade of India, 
VoV. Tl (Exports an3 Re-exports) . Relevant 
March Issues, DGCI & S., Calcutta 
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The most important event in the history of India's 
trade relations with Iraq which tremendously affected India's 
trade with the Gulf countries was the oil price hike by the 
Organisation of Petroleum Exporting Countries (OPEC) in 
1972-73. Another price hike was affected in 1979-80. A rise 
in the crude oil prices by more than four times in the first 
instance and a nearly three times again in the second 
instance, brought very large revenue surplus to all the member 
countries and of course to Iraq and Iran also. This surplus 
revenue resulted a general spurt in demand for imports and also 
resulted in large expenditure on infrastructure build-up, and 
establishment of new production centres in the country and 
this resulted in a rising trend of imports in the country. 
The impact of oil revenue boom can be seen from 
Table - 2.3 that just after 1972-73 India's exports to Iraq 
increased dramatically from Rs. 9.03 crores in 1972-73 to 
fe. 19.19 crores in 1973-74, an increase of about 112.5 per 
cent from its previous year. This figure reached to fe.65.06 
crores in 1974-75 again an increase of about 239 per cent from 
its previous year. Share of Iraq in India's total export was 
0.46 per cent in 1972-73 which reached to 0.77 per cent in 
1973-74 and 1.96 per cent in 1974-75. After 1974-75 the growth 
in exports to Iraq slowed down and in many years it turned 
negative also. But taking the period as a whole from 1972-73 
to 1987-88 the growth in exports was remarkable. India's 
exports to Iraq again got momentum after 1987-88. In 1988 with 
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the help of a UN resolution, a cease-fire was affected between 
Iraq and Iran and hostalities were stopped between the two 
countries. In 1987-88 India's exports to Iraq was only worth 
fe, 17.53 crores which reached to fe. 52.87 crores in 1988-89, 
an increase of about 201.6 per cent from its previous year, and 
again it reached to 1^. 125.75 crores in 1989-90, a growth of 
about 137.85 per cent from the previous year. It is evident 
from table 2.3 that annual average growth rate of India's 
exports to Iraq from 1972-73 to 1979-80 Is 38.43 per cent and 
1980-81 to 1987-88 it is -8.95 per cent. The negative growth 
rate in India's exports to Iraq from 1980 to 1988 is due to 
Iraq's engagement in the continuous war with Iran for which 
the resources of other sectors were diverted to meet the 
expenditures. Iraq's total import in this period declined 
considerably. The Iraqi market was again opened for a wide 
range of imports only after the cease-fire, in which India 
also got 'some shares and her exports to Iraq jumped form a 
mere h. 17.53 crores in 1987-88 to 1^ .125.75 crores in 1989-90. 
However, taking the whole period under review from 1972 to 
1990, the average annual growth rate of India's exports to 
Iraq is 33.8 per cent, while in the whole decade of seventies 
it was 34.8 per cent and in eighties it was 26.8 per cent. 
An interesting feature of India's exports to Iraq is 
later's share in India's total exports. In 1968-69 India's 
exports to Iraq was worth Rs. 11.29 crores and her share in 
India's total exports was 0.84 per cent. In 1973-74 and 
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1974-75 the export to Iraq was worth Rk. 19.19 crores and 
f&. 65.06 crores respectively but her share in these years was 
only 0.77 per cent and 1.96 per cent. It is evident that the 
volume of export increased many fold from 1968, but Iraq's 
share in India's overall exports has not increased at the same 
pace. This is evident in some other years also that in terms 
of total volume exports to Iraq had increased many times, but 
as far as Iraq's share in India's total exports is concerned it 
increased at a very slow rate and in many years it had 
decreased also. One point became clear here that increasing 
volume of exports to Iraq from India was not only due to oil 
revenue boom in Iraq but it was partly due to India's excellent 
performance in her export sector. From table 2.3 it can be 
seen that in many years exports to Iraq in terms of total 
volume had increased but the share of Iraq in India's total 
exports declined. 
After the cease-fire between Iraq and Iran which took 
place in 1988, a new phase of economic development started in 
Iraq for the reconstruction of war-shattered economy. India 
also had got some construction projects in rebuilding process 
of Iraqi economy, such as construction of railway lines, 
modernization of signaling system of Iraqi railways, 
construction of roads etc. But due to UN embargo, all the 
development activities in Iraq have been stopped. It is 
expected that in the near future when embargo will be lifted in 
phases, India will get a better chance in the rebuilding 
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process of the Iraqi economy. In 1990-91 India was expected 
to import 2.5 million tonnes of oil from Iraq, however the UN 
embargo and the war, pre-empted the trade. 
A thorny issue in the trade of the two countries is the 
debt that Iraq owes Indian firms. As per information 
available in September 1989, Iraq owed $320 million to 22 
Indian construction firms. By December 1991, Iraq owed $965 
to 26 Indian companies. The figure does not include any war 
damages. In February 1990, there waj also an abrupt 
cancellation of a RITES (Rail India Technical and Economic 
Services) contract for the maintenance and operation of Iraq's 
major railway line. The fe.180 crores contract was to be 
completed in 1991-92.''-^  
The damages of allied forces bombing on Iraq having 
been extensive, extensive reconstruction efforts are likely 
to be taken once the current political impasse is resolved. 
India's close relations with Iraq should help India in taking 
close participation in reconstruction efforts. 
(2.4) Main Trends and Growth of India's 
Exports to Iran: (1972 - 1991) 
Table 2.4 highlights the main aspects of India's 
exports to Iran and later's share in India's total exports. 
The value of India's exports to Iran in 1972-73 was worth 
Rs.24.8 crores which increased to f?s. 42.78 crores in 1973-74, 
fe. 214.5 crores in 1974-75 and fe. 272.24 crores in 1975-76. 
13. Economic Intelligence Service, Bombay, op. cit., p.57. 
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TABLE - 2.4 
INDIA'S EXPORTS TO IRAN (1972-1992) 
(fe. Crores) 
Year 
1972-73 
1973-74 
1874-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
E x p o r t s 
to Iran 
2 4 . 8 0 
4 2 . 7 8 
214 .59 
272 .24 
144 .58 
116 .59 
92 .48 
96 .05 
123 .18 
125 .18 
71 .42 
126 .00 
1 3 4 . 0 1 
94 .86 
4 7 . 2 6 
139 .28 
93 .5 
132 .22 
126 .44 
75.16 
7o s h a r e of 
Iran in t o t a l 
exports of 
India 
1.26 
1.69 
6 .45 
6 .76 
2 .91 
2 .16 
1.62 
1.50 
1.84 
1.61 
0 . 8 1 
1.29 
1.15 
0 .87 
0 .38 
0 .89 
0 .46 
0 .48 
N.A. 
0 .40 
Y e a r l y % 
change in 
export to 
Iran 
• • • 
72 .5 
4 0 1 . 4 
26 .92 
- 4 6 . 8 9 
- 1 9 . 3 6 
- 2 0 . 6 8 
3 .86 
28 .25 
1.62 
- 4 2 . 9 5 
76 .42 
6 .36 
- 2 9 . 2 1 
- 5 0 . 1 8 
1 9 4 . 7 1 
- 3 2 . 8 7 
4 7 . 9 1 
- 4 . 3 7 
- 4 0 . 5 6 
Expor t as 
a 7o of imports 
22 .33 
15 .99 
4 5 . 3 8 
59 .18 
28 .46 
21 .26 
29 .32 
15 .47 
9 .45 
9 .64 
8 .90 
16 .88 
27 .64 
10 .72 
33 .75 
96 .69 
72 .37 
33 .93 
13 .57 
12 .80 
Source 
:The figures are from April 1990 to February 1991 
:The figures are from April 1991 to September 1991 
.•DGCI&S Calcutta. Relevant March issues, Shares 
and growth rate calculated. 
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The volume of export increased tremendously since 1973, 
however, the growth rate of export was 72.5 per cent in 
1973-74, while the corresponding figure in 1974-75 was 401.4 
per cent and in 1975-76 it was 26.92 per cent. 
After that export started to decline and in 1976-77 it 
decreased by 46.9 per cent which is equivalent to fe.144.58 
crores. Again it decline by 19.36 per cent in 1977-78, and by 
20.68 per cent in 1978-79. In all India's annual average 
growth rate of exports to Iran between 1972 to 1980 was 52.22 
per cent per annum. The corresponding figure for India's 
exports to Iraq is 42.23 per cent per annum. It shows that 
during 1972-80 India's exports to Iran was much higher than 
that of Iraq. 
Since 1979-80, generally a positive growth rate is 
seen in India's exports to Iran. In 1979-80 India's exports to 
Iran were worth fe. 96.05 crores which reached to ^. 123.18 
crores in 1980-81, an increase of about 28.25 per cent. 
Although the whole decade of eighties is characterised by the 
war period for Iranian economy, the war which started with 
Iraq in 1980 halted only in 1988. The eight year war period 
shattered the whole economy of Iran and there was a general 
decline of non-military imports in the country during that 
period. In the course of the War only those items were 
imported which were necessary for the economy. It is seen 
from table 2.4 that during the war period also India's exports 
had a tendency of positive growth. Although this growth 
98 
fluctuated annually, but taking the decade as a whole this is 
remarkable. 
In 1981-82, exports to Iran were worth Rs. 125.18 crores 
which declined to h. 71.42 crores in 1982-83, a sharp decline 
of 42.95 per cent from the previous year. The exports 
increased to Rs. 126 crores in 1983-84 and Rs. 134 crores in 
1984-85, but again declined to Rs. 94,86 crores in 1985-86, and 
only fe, 47.26 crores in 1986-87. Later are the two years in 
which the oil revenues of Iran declined considerably due to 
steeply declining oil prices in the world market and secondly 
the war in this period was also in its peak. In this period 
general import of Iran declined and consequently import from 
India also suffered. In 1987-88, total volume of exports to 
Iran was worth fe,139.28 crores which is about 195 per cent 
more than the previous year's exports. In 1988-89 it declined 
by 33 per cent and again in 1989-90 it increased by 41.4 per 
cent. 
By the analysis of table 2.4 it is clear that during 
the decade of eighties, which unfortunately can be said as a 
war decade for Iran, the performance of India's exports to Iran 
was commendable. The annual average growth rate of exports to 
Iran in that period was 19,7 per cent per annum, which shows 
that during the war period also India tried her best to 
maintain the real tempo in exporting the various commodities 
to Iran. The annual average growth rate of India's exports to 
Iran during the whole period under review from 1972 to 1990 
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Is 34 per cent per annum. The corresponding figures for Iraq 
between 1980 to 1990 and 1972 to 1990 are 26.78 per cent and 
34.18 per cent respectively. Before the Iran-Iraq War, the 
import of all the countries of the Gulf region was very large 
4 
and their growth was also very high. The average annual growth 
rate of imports of Iraq and Iran between the period 1973-80 
was 44.71 per cent and 18.03 per cent respectively, while 
during the same period the average annual growth rate of 
India's exports to Iraq and Iran was 50 per cent and 60 per 
cent respectively. There are two points which need 
elaboration. Firstly, the average growth rate of India's 
export to these two countries was much higher than the 
average growth rate of imports of these countries during that 
period. This growth rate is very impressive and implies the 
excellent performance of India's export sector in capturing the 
market and taking the advantage of opportunities existed 
there. Secondly the average annual growth rate of India's 
exports to Iran is higher than that of Iraq between 1973 to 
1980. However, in the same period the import growth rate of 
Iran is much lesser than that of Iraq. It implies that the 
Indian exporters got much success in exporting their items to 
Iran than Iraq. During the war period also India's export to 
Iran were more than Iraq. 
It can be seen from table 2.3 and table 2.4 that the 
value of exports to Iraq and Iran during the period under 
study had been the subject of much fluctuations. This was due 
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to the fact that India's exports to these countries are 
closely related with the oil income of these countries. Thus 
an imbalance in the oil revenues has causedan imbalance in the 
value of their total imports and consequently the fluctuation 
is caused in India's exports to these countries. 
An important aspect of India's exports to Iran is 
later's share in India's total exports. From table 2.4 it is 
seen that share of Iran in India's total export is highly 
encouraging. In 1972-73 and 1973-74 this was 1.26 per cent 
and 1.69 per cent respectively. After that the export to Iran 
shot up and it received 6.45 per cent of India's world exports 
in 1974-75^ and after one year that reached to 6.76 per cent. 
After that it started to decline, though at a slower rate. In 
all Iran's share in India's total exports during seventies was 
very high which was mainly due to high growth rate of Iran's 
total import after 1973 oil revenue boom. During eighties 
Iran's share in India's total export was comparitively smaller 
and it was only due to declining import trends of Iran. India 
had improved a lot in its export sector during that period 
which is clear from the table that in 1972-73 India's exports 
to Iran was worth Rs.24.8 crores and Iran's share in her total 
export was 1.26 per cent while in 1980-81, the volume of 
exports was worth h. 123.18 crores but the share of Iran was 
only 1.84 per cent. Likewise in 1989-90 the volume of exports 
to Iran was worth 1^. 132.22 crores but her share in India's 
total export was only 0.48 per cent. It implies the fact that 
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during that period India had improved its export performance 
considerably and her total world export had increased many 
times. So it is clear that increasing volume of exports to 
Iran from India was not only due to oil revenue boom in Iran 
but it was partly due to India's excellent performance in her 
total exports to all over the world. This is why in many years 
exports to Iran in terms of total volume has increased, but the 
share of Iran in India's total exports decreased. 
After the Islamic Revolution in Iran the country's 
foreign trade was severely controlled by state and most of the 
importers of commodities from India faced an uphill task in 
getting their proforma invoices approved and letters of credit 
established. The government procurement centres suddenly 
stopped accepting all applications in September' 1981 and that 
led to a considerable speculations that the government's 
foreign exchange reserves had dwindled to such an extent that 
it was left with no option but to stop the import of all items 
other than those being imported specially by the government 
and deemed essential such as food stuffs, some basic raw 
materials and some amount of machinery and spare parts. 
During the whole period of war between 1980 to 1988, 
India's exports to Iran, in general continued to decline. It 
was because of the shortage of finance and the Iranian 
Government's policy of continuously increasing its say in 
foreign trade matters on the one hand and continuous heavy 
burden of war and declining oil revenues on the other hand. 
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Although any remarkable change has not taken place in India's 
exports to Iran even after the cease-fire in August 1988, the 
Indian exporters and representatives of reputed business 
houses are visiting the country and discussions are going on 
for export of various items of both consumption and production 
nature. Although total trade between the two countries 
declined over the years; with the end of the war and decade 
of reconstruction on the launch it is hoped that India may well 
seek opportunities to take part in the economic restructuring 
and also compete with other countries for obtaining contracts 
and business opportunities. 
(2.5) India's Status In Total Imports of 
Iraq and Iran Since 1972 
Share of India in Total Imports of Iraq : 
The money value of Iraq's total imports during the 
1973-89 period, has been the subject of much fluctuations. 
After starting the war with Iran, there was a rapid increase 
in Iraq's military as well as non-military imports. There was 
also a drastic fall in Iraq's foreign exchange earnings and 
simultaneous increase in military and non-military imports was 
possible only with the help and financial support of other 
neighbouring Arab countries, particularly Saudi Arabia and 
Kuwait. 
Table 2.5 provides data on the money value of total 
non-military imports of Iraq as well as Iraq's total imports 
103 
TABLE - 2.5 
SHARE OF INDIA IN IRAQ'S TOTAL IMPORTS 
(EXCLUDING MILITARY RELATED IMPORTS) 
(in current US million) 
year 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
I r aq ' s t o t a l 
Imports 
894 
2371 
4215 
3897 
4481 
4213 
8984 
14067 
20922 
21728 
12275 
11178 
10534 
10190 
7415 
10268 
N.A. 
I r aq ' s 
imports 
from India 
18 
56 
71 
57 
61 
38 
75 
75 
86 
95 
85 
77 
61 
15 
14 
38 
78 
7o share of 
India in 
I r aq ' s 
t o t a l 
imports 
2 . 0 1 
2 .36 
1.68 
1.46 
1.36 
0 .90 
0 .84 
0 . 5 3 
0 . 4 1 
0 . 4 4 
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from India and later's share in Iraq's total imports between 
1973 and 1989. As can be seen from the table, the value of 
Iraq's total imports was mere $894 million in 1973-74, which 
increased to $2371 millions and $4215 millions in 1974-75 and 
1975-76 respectively. This increasing trend in the money 
value of Iraq's imports continued upto 1982-83 when it touched 
a level of $21728 million. The average annual growth rate of 
Iraq's total non military imports between 1973 to 1982 was of 
the order of 46.68 per cent. After 1982, the total value of 
Iraq's imports started to decline. This decline was due to 
the reduction in total cash support from the neighbouring Arab 
States as well as exhaustion of the foreign exchange reserves, 
which reduced Iraq's ability to sustain high level of imports. 
Indeed between 1982-83 to 1987-88, the value of Iraq's imports 
fell by 43.5 per cent, 8.9 per cent, 5.8 per cent, 3.3 per 
cent and 27.2 per cent respectively. Only in 1988-89 the total 
value of Iraq's non-military imports increased by 38.5 per 
cent from its previous year and reached to $ 10268 million. 
Such a decline in imports and the fact that Iraq's 
industrialization was based on 'dependent capitalism' and the 
import substitution strategy of development with its massive 
Import requirements, must have created many problems and set-
back in the economy, particularly during eighties the Iraqi 
economy was suffering from the heavy burden of war. 
When we study the share of India in total import 
scenario of Iraq, it is seen from the table that India could 
105 
not gain any significant position in import sector of Iraq. 
Iraq's imports from India were worth $ 18 million in 1973-74 
which is 2.01 per cent of Iraq's total imports. That figure 
increased to $ 56 million in 1974-75 and India's share in 
Iraq's total imports increased to 2.36 per cent. After that we 
see that the money value of imports from India was increasing 
but her share in Iraq's total import decreasing. It implies 
the fact that the growth rate of Iraq's total imports was much 
more than the growth rate of Iraq's imports from India. It is 
seen that the total value of Iraq's imports from India had 
increased considerably upto 1982-83, when it touched its 
highest_^ equivalent to $95 million. However, the share of 
India in all these years had been declining at the considerable 
rate. It implies that India could not maintain its position 
in total import sector of Iraq. Although India's exports to 
Iraq increased considerably during that period but the mere 
fact is that Iraq's total imports increased much faster than 
that from India resulting a reduction in later's share. The 
average annual growth rate of Iraq's total imports between 
1973-74 to 1982-83 is about 47 per cent per annum while the 
growth of India's share in Iraq's total import during the same 
period is -12.41 per cent. It implies that India's share in 
Iraq's total imports had been declining at the rate of 12.41 
per cent per annum between 1973-74 to 1982-83. 
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From 1983 84 to 1987-88, the total value of Iraq's 
imports as well as imports from India, both declined consider-
ably. The average annual growth rate of Iraq's total imports 
during that period was -17.75 per cent and India's share in 
former's total imports during the same period was -1.32 per 
cent per annum. It means that Iraq's total imports declined at 
a rate of 17.75 per cent per annum and share of India in Iraq's 
total imports declined by 1.32 per cent per annum. In 
1988-89, Iraq's total imports increased by 38.48 per cent 
from its previous year and share of India in Iraq's total 
import Increased by 94.74 per cent in the same year. 
From the ongoing analysis it is clear that India's 
exports to Iraq increased considerably during the period under 
review. But the mere fact is that Iraq's total imports gre 
much faster than Imports from India particularly during 
seventies. In 1973-74 India had 2.01 per cent share in Iraq's 
total imports but in 1982-83, this share fell to only 0.44 per 
cent showing a 78.11 per cent decline of India's share in 
Iraq's total imports during the ten years period. This was the 
period of oil revenue boom in Iraq and there was a massive 
increase in Iraq's total imports, even during that period also, 
India could not maintain its position in total Imports of 
Iraq. One of the reasons for the decline of India's share in 
Iraq's total Imports was India's inability to export capital 
and engineering goods to Iraq which were in great demand 
during that period. Due to massive influx of oil wealth, a 
w 
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massive pace of industrialization started in the country and 
for that purpose the capital goods and machineries were needed 
urgently. Since India is a chief supplier of traditional 
commodities like food items and other primary products and in 
that sector it improved its performance and maintained a 
considerable share in the export of these items to Iraq. But 
after oil revenue boom the industrialization of the country 
was started on a large scale and for that purpose, Iraq had to 
import capital goods, machineries and technology from developed 
industrialized countries of the West including Japan, and here 
India could not compete the Western countries and hence, lost 
a substantial part of its share in total imports of Iraq. 
In 1980, war between Iraq and Iran started that 
continued upto 1988. Upto 1982-83, the impact of war was not 
visible on the imports of Iraq. It is after 1983 that a 
reduction in total imports as well as import from India is 
seen. Since Iraq had a massive support, in her efforts, of her 
Arab neighbours and they were financing the war efforts of Iraq 
at a large scale. However, since the burden of supporting the 
Iraqi's was ever increasing, the Arab financiers of Iraq 
changed their tacties by reducing their direct loan of cash of 
Iraq (except for the payments of arms deliveries by the Soviet 
Union which was directly paid for by the Saudis) in favour of 
exporting 300,000 barrels of oil a day from the Neutral Zone on 
behalf of Iraq. This reduction in total cash support as well 
as the exhaustion of foreign-exchange reserves, reduced Iraq's 
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ability to sustain high level of imports. This fact is 
evident from table 2.5 that after 1982-83, there was a consi-
derable decline in Iraq's total imports as well as imports from 
India, because the major share of Iraq's total income was 
diverted to meet the war expenditures and to maintain the 
military related imports and for that, of course, India was not 
directly concerned since India is not an exporter of defence 
items on mass scale. 
Share erf India in Total Imports of Iran : 
"^ In order to assess the share of India in overall import 
sector of Iran, it would be beneficial to have an overview of 
Iran's foreign trade and its various components before and 
after the Islamic Revolution. The main foreign trade 
objectives of Islamic Revolution of Iran were to reduce Iran's 
dependency on West, to reduce the share of consumer goods in 
total imports, and to increase the share of non-oil exports in 
total exports. Table 2.6 provides data on the money value of 
total non-military imports, during 1973 to 1989. It is seen 
that the value of imports during the whole period had been the 
subject of wider fluctuations. This is due to the fact that 
the value of imports was closely related to the value of 
foreign-exchange earnings (i.e. the amount of oil exports and 
oil prices). Thus an imbalance in oil revenues had also 
14. Mofid, Kamran, The Economic Consequences of the Gulf 
War, London, 1990, p.44. 
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TABLE - 2 . 6 
SHARE OF INDIA IN IRAN'S TOTAL IMPORTS 
(EXCLUDING MILITARY RELATED IMPORTS) 
( i n c u r r e n t US M i l l i o n $ 
Year 
I r a n ' s 
t o t a l 
i m p o r t s 
I r a n ' s 
i m p o r t s 
from 
I n d i a 
% s h a r e 
of India ' s 
in I r an ' s 
t o t a l 
Growth 
ra te of 
I r an ' s t o t a l 
imports 
Growth 
ra te of 
I r an ' s 
imports from 
India 
source 
International Financial Statistics (Annual) and 
Direction of Trade Statistics Yearbook (Annual) 
various issues, IMF., Washington DC. , U.S.A. 
Figures from 1986 onward are taken from 
Economic Profile of 55 Major Countries., April 
1991, Bombay, p.52. 
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caused an imbalance in the value of imports. As far as foreign 
trade orientation are concerned the country's First Five Year 
Plan had projected 97 per cent and 3 per cent shares of oil and 
non-oil exports in total exports for 1983, with the latter*s 
rising to 7.1 per cent in 1987. 
The volume of Iran's oil production and exports had 
been subjected to much imbalance since the revolution and the 
start of the war. Oil production of Iran decreased by 54 and 
11 per cents between 1979-80 and 1980-81, when it declined 
from 159, 496 thousand tonnes In 1979 to only 66,"252 thousand 
tonnes in 1981. By 1982 the situation had improved 
considerably, oil production increased by 82 per cent to 120, 
396 thousand tonnes. From then onwards oil production declined 
and by 1985 it had fallen to 110,000 thousand tonnes. The 
corresponding figure for 1986 is 94,100 thousand tonnes. In 
all, on average each year, oil production declined by 7.2 per 
cent during 1979-86. The corresponding figure for the pre-
revolution period of 1973 to 1978 was a decline of 2.2 per cent 
on average each year. Like the imbalances in oil production, 
there were imbalance in oil exports also. During the 1979-86 
period, oil exports declined by an annual average of 10 per 
cent, while during 1973-78 period the corresponding figure was 
1 ft 
a decline of only 3.1 per cent. 
15. Ibid., p. 14. 
16. Ibid., pp. 14-16. 
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In the light of above discussion It is clear that 
Iran's imports are closely related with the oil exports and its 
revenues. From table 2.6 it may be noted that total non-
defence imports of Iran were $ 3659 million in 1973-74, which 
increased to $ 6543 million in 1974-75, an increment of about 
79 per cent. Next year it increased to $11586 million, again 
an increase of about 77 per cent from its previous year. In 
1979-80 the value of Iran's non-military imports were worth 
$9,695 million which rose to $11,630 million in 1982-83. 
However, by 1982-83, Iran's foreign exchange earnings had 
improved significantly, and given the close relationship 
between this and the imports, by 1983-84, the value of imports 
had increased also significantly to $18,227 million. However, 
sincel983, as a result of sustained Iraqi attacks on Iran's oil 
facilities, as well as decline in oil prices in general, there 
was a rapid decline in foreign-exchange earnings and thus the 
value of imports had fallen sharply. In 1984-85, total 
imports of Iran fell to $14750 million and further to $11,658 
million in 1985-86. By 1988-89, total imports had fallen to 
only $9545 million. In all, total non-military imports of 
Iran have increased by 25.19 per cent on average each year 
between 1973-74 to 1978-79. The corresponding figure between 
1979-80 to 1988-89 is 1.35 per cent on average per annum. 
However, if we compare the 1988-89 imports with those of the 
1983-84 period (the highest level since the revolution and the 
war) it can be seen that the total imports of Iran during 
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this period fell by 7.94 per cent on average each year. The 
corresponding figures for Iraq between 1973-74 to 1978-79 are 
40.74 per cent per annum and between 1979-80 to 1988-89 is 
17.22 per cent on average each year. 
As far as Iran's imports from India is concerned it is 
seen from table 2.6 that India's position in Iran's import 
sector has been relatively better throughout the period under 
study. Iran's imports from India were $54 million in 1973-74 
which increased to $435 million in 1975-76 and $315 million 
1976-77. When we see these figures in the total import 
scenario of Iran it is evident that India had 1.48 per cent 
share in total imports of Iran in 1973-74 which increased to 
3.75 per cent in 1975-76 and then declined to 2.52 per cent in 
1976-77. In all, from 1973-74 to 1978-79 the average share of 
India in Iran's total imports was 1.96 per cent per year, and 
between 1979-80 to 1988-89 this share was only about 1 per cent 
per annum. From the table 2.5 we saw that the average share 
of India in Iraq's total imports in those years was 1.63 per 
cent and 0.49 per cent per year respoectively. So we can say 
that as far as India's share in total imports of these two 
countries is concerned, the position of India in case of Iran 
is much better than that of Iraq. In terms of'total volume of 
imports also we see that the total volume of Iran's imports 
from India is much more than that of Iraq. 
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When we compare the total volume of imports of Iraq 
and Iran from India, it is seen that later's value of imports 
from India is many times higher than that of former's in almost 
all tho years which shows Iran's keen interest in importing 
Indian commodities as wel] as maintaining a better form of 
trade and economic relations with India. In 1973-74 Iran's 
imports from India were worth $54 millions which is three times 
higher than the imports of Iraq from India. Likewise in 
1975-76 and 1976-77 Iran's imports from India were $435 
millions and $315 millions respectively while that of Iraq in 
those years were only $71 millions and $57 millions 
respectively. During eighties also, it is evident from tables 
2.5 and 2.6 that Iran's imports from India is much higher than 
that of Iraq. The average annual value of Iran's imports from 
India during the whole decade of eighties is worth $111.5 
millions while the same figure for Iraq is only $62.4 millions. 
The average value of Iran's imports from India between 1973-74 
to 1989-90 was worth $143.35 millions per annum and that of 
Iraq during the same period was only $58.82 millions each year 
which is only 41 per cent of Iran's imports from India. 
The annual growth rate of India's share in Iran's total 
imports is also remarkable. Between 1973-74 to 1978-79 it was 
3.66 per cent per annum and between 1979-80 to 1988-89, this 
figure was 14 per cent. In all, the average annual growth 
rate of shares of India in Iran's total imports between 1973-74 
to 1988-89 was 10.12 per cent per year. In the case of Iraq, 
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the average share of India in her total import was declining at 
a rate of 10.86 per cent per year between 1973-74 to 1978-79, 
(which is the period of oil revenue boom) it increased at 2.93 
per cent per year between 1979-80 to 1988-89 (which is also the 
war period) and on average the share of India in Iraq's total 
import declined at a rate of 2.24 per cent per year during the 
whole period under review. In the case of Iran this rate was 
10.12 per cent per year which is a remarkable growth rate as 
far as Iran's imports from India are concerned. So we can 
summarise from the above discussion that the annual average 
growth rate of total imports of Iraq and Iran between 1973 to 
1980 was 51.1 per cent 20.66 per cent respectively while the 
annual average growth rate of imports of Iraq and Iran from 
India in the same period was 40.69 per cent and 43.16 per cent 
respectively. It implies the fact that during the oil revenue 
boom the import of Iran from India was much higher than that of 
Iraq. 
In between 1980-81 to 1988-89, the average growth rate 
of total imports of Iraq and Iran was 6.55 per cent and 2.23 
per cent respectively, while in the same period the growth rate 
of their imports from India was 8.2 per cent and 6.04 per cent 
respectively. In this period also we see that the average 
growth rate of Iran's imports from India is much higher than 
the growth rate of Iran's total imports which shows that during 
the war also India's exports to Iran was remarkable when it is 
analysed in the total import scenario of the country. 
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We can conclude from the on going analysis that 
India's position in the import sector of Iran was much better 
than that of Iraq. From table 2.5 and table 2.6 it can be said 
that both in terms of volum as well as in terms of India's 
share in the total imports of the two countries her position in 
case of Iran is much better than that of Iraq. In terms of 
growth rate of India's share in total imports of the two 
countries, we see that the average growth rate of India's share 
in case of Iran is much higher than that of Iraq. It is 
contrary to the general impression that Iraq is a friendly 
country to India and the economic relations between the two 
countries are much better in comparison to other countries of 
the region. But it is seen from the analysis that India's 
trade relations with Iran are much better and sound than that 
of Iraq. 
An interesting aspect of India's exports to Iraq and 
Iran is the comparison of these two countries' shares in India 
is exports to Gulf region with other countries of the Gulf. In 
1972-73 India's total exports to Gulf was about 1^ .80 crores in 
which share of Iraq was 12.53 per cent, Iran 30.81 per cent, 
Bahrain 3.86, Kuwait 18.55 per cent, Saudi Arabia 15.16 per 
cent, Oman, Qatar and UAE together 18.6 per cent. So we see 
that in 1972-73 Iraq and Iran were absorbing 43.4 per cent of 
India's exports to the region. However in 1980-81, Iraq and 
Iran were left in the background and their respective shares 
having fallen to 7.8 per cent and 18.8 per cent respectively. 
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Thus, they contributed only 26.6 per cent share in India's 
exports to Gulf in that year. Saudi Arabia (25.1 per cent) and 
UAE (23.2 per cent) took the leading role. Oman also improved 
her position by getting 5.1 per cent share. In 1985-86 the 
share of Iraq again fell to only 4.1 per cent, and share of 
Iran was only 11 per cent of India's total exports to Gulf 
countries. In that year share of Saudi Arabia was 24.5 per 
cent, Kuwait 14.1 per cent, UAE 32.3 per cent and Oman, Qatar 
and Bahrain together 14.20 per cent. 
Fall in the relative shares of Iraq and Iran in India's 
Gulf exports and emergence of Saudi Arabia and UAE in their 
places is a significant happening in India's trade relations 
with these countries. The possible explanation that can be 
offered for the decline of Iraq and Iran's shares in India's 
exports to Gulf is that the countries like UAE, Saudi Arabia 
and Oman etc. had a narrow resource base, before the oil 
revenue boom, as compared with Iraq and Iran. The former 
countries are oil rich economies with the share of oil in their 
national income, government revenues and exports etc. being 
exceedingly high. Share of non-oil sector like agriculture, 
manufacturing Industry etc. is negligible. Hence as the oil 
revenue boom came in post 1973 period, the desire to diversify 
thier economies and the resultant need to import a large 
17. DGCI&S., op. cit. 
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variety of goods and services was felt quite strongly. 
Consequently, their imports expanded enormously. 
Countries like iraq and Iran have a broader resource 
base and notable agriculture and industrial sectors. Moreover, 
they had started their development plans much earlier (in 
early 1960s). To them, the relative magnitude of development 
problems in post 1973 period appeared smaller than in other 
Gulf countries. So their imports did not grow as much as in 
18 the case of other countries. 
-r 
(2.6) India's Imports from Iraq and Iran Since 1972 
_ Main Trends In India's Imports from Iraq : 
As it is known that in 1973, the prices of crude oil 
were increased by three times by the OPEC and since crude oil 
and petroleum products are major items among India's imports 
from Iraq, so naturally India was affected with that rise in 
oil prices to a great extent. This is evident from table 2.7 
of India's imports from Iraq. 
It is seen that before the implementation of higher oil 
prices, India's import from Iraq in 1972-73 was a mere 1^ .6.6 
crores which increased to 1^. 61.24 crores in 1973-74. Shares 
of Iraq in India's total imports increased from 0.35 per cent 
in 1972-73 to 2.1 per cent in 1973-74. This steep rise in 
India's imports from Iraq continued upto 1982-83 with few 
exceptional years. It can be seen from the table that from 
18. Narula, Subhash., India's Gulf Exports, op. cit., p.42. 
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TABLE - 2.7 
INDIA'S IMPORTS FROM IRAQ (1972-73 TO 1990-91) 
Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
Source : 
(fe. crores) 
Imports from 
Iraq 
6.60 
61.24 
251.34 
247.61 
280.17 
322.12 
583.20 
921.83 
752.52 
403.88 
884.17 
792.59 
674.58 
547.04 
126.46 
611.08 
194.23 
461.39 
DGCI & S Calc 
March issues, 
calculated. 
7o share of Iraq 
in India's 
total imports 
0.35 
2.10 
5.56 
4.80 
5.52 
5.51 
8.56 
10.10 
6.00 
2.59 
6.19 
5.01 
3.94 
2.78 
0.63 
2.74 
0.70 
1.28 
utta, Vol. II ( 
7o shares an 
Yearly % change 
in imports from 
Iraq 
• • • 
822.89 
310.42 
-1.48 
13.15 
18.54 
71.60 
58.06 
-18.37 
-46.32 
118.92 
-10.36 
-14.89 
-18.91 
-76.88 
383.22 
-68.22 
137.55 
Imports) various 
d growth rates 
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1972-73 to the year 1982-83 there are only three years 
namely 1975-76, 1980-81 and 1982-83 in which India's imports 
from Iraq showed a declining trend of 1.48 per cent, 18.37 per 
cent and 46.32 per cent respectively from their previous years. 
In all other years it had an increasing trend ranging from 
833.9 per cent in 1973-74 to 13.15 per cent in 1976-77. 
From 1983-84, there has been a continuous declining 
trend in India's imports from Iraq. Actually this declining 
trend had started in 1980-81, as mentioned earlier, but in 
1982-83 it increased with a significant margin of about 119 per 
cent. The reason for the decline of India's imports from Iraq 
is the Iraq-Iran War which started in 1980 and continued upto 
1988. Due to war Iraq's many oil terminals and her routes of 
transportation were destroyed and Iraq's export of oil was 
affected to a large extent. 1980 Iraq's crude oil export was 
2,459 thousand barrels per day and just after one year in 1981, 
it declined to 746.1 thousands barrels per day, a decline of 
about 70 per cent in only one year. Upto 1984 Iraq's crude 
oil exports was less than one million barrels per day. From 
1985 it started to increase and in 1987 it was estimated 1710 
1 9 thousands barrels per day. In 1989 Iraq's total oil 
20 production was 139 million tone. 
19. OPEC Annual Statistical Bulletin, 1987 
20. Economic Intelligence Service, Bombay, op. cit. , p.56. 
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Imports from Iraq show greater fluctuations from 
1972-73 to 1989-90. It was i^ .6.60 crores in 1972-73 which 
increased to fe.61.24 crores in 1973-74. In 1979-80 imports 
from Iraq were worth R5.921.83 crores. This is the highest 
amount of India's imports from Iraq in the whole period between 
1972-73 to 1989-90. In 1980-81, the imports declined to 
fe. 752.52 crores and again in 1981-82 it decreased to 403.88 
crores. In 1982-83 the imports from Iraq increased to fe.884.18 
crores depicting a growth rate of 119 per cent. From 1983-84 
to 1986-87, it again depicted a declining trend. In 1987-88 it 
increased with a margin of 383.22 per cent and in 1988-89 it 
again declined by 68.22 per cent. In 1989-90 the imports from 
Iraq increased by 137.55 per cent from its previous year. The 
decline in the imports upto 1987 was mainly due to the 
continuous Iran-Iraq War. The average growth rate of India's 
imports from Iraq during seventies was about 162 per cent per 
annum. In eighties this import had a declining trend but in 
few years namely, 1982-83, 1987-88 and 1989-90 it increased at 
a very fast rate from their respective previous years which 
made the average growth rate in eighties positive. In 1980s 
the average growth rate of India's imports from Iraq was 38.57 
per cent per annum. 
Before oil price hike of 1973, the share of Iraq in 
India's total imports was less than one per cent. This share 
started to rise after 1973 and in 1973-74 it was 2.1 per cent 
of India's total imports and in the next year it was 5.56 per 
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cent. This increasing trend continued upto 1979-80 when it 
reached to its highest level of 10.10 per cent in India's total 
total imports. After 1980 Iraq was engaged in the war and her 
total trade started to decline. However, the fact from the on 
going analysis is evident that the increasing share of Iraq in 
India's imports is mainly due to increasing oil prices, 
although the quantity of imports also had increased in this 
period. After 1982 the prices of petroleum products started 
to decline and this is one of the reasons that India's imports 
from Iraq started to decline after 1982. 
Main Trends In India's Imports from Iran : 
From table 2.8 we see that the volume as well as share 
of Iran in India's total imports is considerably high even 
before the implementation of higher oil prices in 1973. In 
1972-73 India's imports from Iran were worth fe. 122 crores 
which was 6.47 per cent of India's total imports in that year. 
In the next year this import figure increased to fe. 267.6 
crores and her share in India's total imports increased to 9.18 
per cent. Since the volume of India's imports from Iran is 
already very high the annual growth rate is not as fast as that 
of Iraq. Because Iraq started its exports to India with a 
relatively lower base, her rate of growth was much faster than 
that of Iran particularly in seventies. 
India's imports from Iran continued to increase upto 
1980-81 with some minor deviations in few years. For example 
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TABLE - 2.8 
INDIA'S IMPORTS FROM IRAN (1972-73 TO 1991-92) 
(fe. crores) 
Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92" 
Imports from 
Iran 
122.00 
267.60 
472.70 
460.00 
508.00 
548.43 
315.38 
620.70 
1304.10 
1298.22 
802.67 
746.43 
484.83 
885.13 
140.04 
144.05 
129.19 
389.65 
1017.62 
587.07* 
7o share of Iran 
in India's total 
imports 
6.47 
9.18 
10.46 
8.92 
10.00 
9.10 
4.63 
6.80 
10.40 
8.33 
5.62 
4.72 
2.83 
4.50 
0.70 
0.65 
0.47 
1.08 
N.A. 
2.79 
Yearly \ change 
in India's imports 
from Iran 
• • • 
119.34 
76.66 
-2.69 
10.43 
7.96 
-42.50 
96.81 
110.09 
-0.45 
-38.17 
-7.01 
-35.05 
82.57 
-84.18 
2.86 
-10.32 
201.61 
161.16 
-37.01 
The figures are from April, 1991 to September 
1991. 
Source DGCI&S, Calcutta. 
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in 1975-76 it declined by 2.7 per cent and in 1978-79 with a 
margin of 42,5 per cent. However, it is evident from the table 
that during seventies India's imports from Iran in terms of its 
volume, its share in India's total imports as well as its 
growth rate were commendable. 
After 1980 the imports of India from Iran started to 
decline. In 1981-82 it declined by a margin of 0.45 per cent 
and again in 1982-83 it declined by 38.17 per cent. The share 
of Iran in India's total imports declined in these years from 
10.4 per cent in 1980-81 to 8.33 per cent in 1981-82 and 5.62 
per cent in 1982-83. The decline in the volume and share of 
imports continued upto 1988-89 when the total volume of 
imports was worth fe. 129.19 crores and Iran's share in India's 
total imports was a mere 0.47 per cent. After 1989 the volume 
of imports from Iran started to increase and in 1989-90 it was 
wcrth Rs. 389.65 crores and in 1990-91 this volume of import 
jumped to fe. 1017.62 crores. From April to September 1991, 
India's imports from Iran were worth fe. 587.07 crores. 
It is seen from table 2.8 that India's import from 
Iran have fluctuated considerably, both in terms of their 
volume as well as shares in India's total imports from a peak 
level of h. 1304.10 crores in 1980-81 (10.40 per cent share in 
India's total imports) to a mere fe. 129.19 crores in 1988-89 
(0.47 per cent share in total imports of India). The main 
reason for this high level of fluctuations, is two fold. 
First, it is due to steeply increasing oil prices in seventies 
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which utlimately increased the import bill of India. Secondly, 
the decline in the imports from Iran in eighties is mainly due 
to Iran-Iraq War. During the war many oil terminals as well as 
refineries were destroyed and since crude oil is main 
commodity of import from Iran, this is why during eighties the 
imports from Iran declined considerably. 
The average annual grwoth rate of India's imports from 
Iran between 1972-73 to 1979-80 is 33.25 per cent and between 
1980-81 to 1989-90, this growth rate is 22.2 per cent per 
annum. In the same period the average annual growth rate of 
India's imports from Iraq is 162 per cent and 38.57 per cent 
respectively. It is seen that there is a wide gap between the 
growth rates of India's imports from Iran and Iraq in the above 
two time periods. The main reason for so high growth rate in 
the case of Iraq is that since India's imports from Iraq were 
started with a very small base and before oil price hike the 
volume of imports from Iraq was very small while in the case 
of Iran it was many times more than Iraq, so when oil price 
boom came in 1973 the volume of Iraq's exports to India grew 
very fast from the previous level, but the fact is that at 
that time also it was far less than Iran. In the case of Iran, 
the import grew considerably but since it was already in a 
large volume so the growth rate was not as fast as that of 
Iraq. Secondly, during early seventies few agreements were 
signed between Iraq and India according to which Iraq was 
supplying hihger quantity of crude oil to India and that is 
also one of the reasons of higher import growth from Iraq. 
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(2.7) India's Trade Balance with Iraq and Iran : 
One of the most Important aspects of study on trade 
relations between any two countries is that of trade balance 
(exports - imports). It is from the trade balance that the 
amount of net foreign exchange earnings from trade 
transactions can be known (in the current account of country's 
balance of payment). It is also from the study of this 
particular aspect of trade that the real basis and direction 
of trade relationship can be judged, especially from policy of 
view. A continuous deficit in the balance of trade is viewed 
as a matter of concern because it indicates potential outflow 
of foreign exchange which, if persists on a large scale, calls 
for regulatory and remedial measures. It will also highlight 
the need for encouraging exports or for that matter, curbs on 
imports on a scale larger than attempted before. Then, which 
countries have contributed more than others to the deficit, 
or with which countries, potential exists for reducing deficit 
or converting in into surplus, are some of the queries which 
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must be probed into. Since India suffers from overall trade 
deficit, it is necessary to see what is her position with 
regard to Iraq and Iran. 
India is suffering from overall trade deficit in 
general as far as her foreign and balance of trade with Iraq 
is concerned. India has a continuous deficit in her balance of 
trade with all the Gulf countries. But in the case of Iraq 
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TABLE - 2.9 
INDIA'S BALANCE OF TRADE WITH IRAQ (1972-73 to 1989-90) 
(fe. crores) 
Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
Exports to 
Iraq 
9.03 
19.19 
65.06 
59.14 
45.01 
49.65 
45.48 
57.03 
51.19 
84.48 
53.97 
51.51 
48.68 
33.99 
18.19 
17.53 
52.87 
125.75 
Imports 
from Iraq 
6.60 
61.24 
251.34 
247.61 
280.17 
332.12 
583.20 
921.83 
752.52 
403.88 
884.17 
792.59 
674.58 
547.04 
126.46 
611.08 
194.23 
461.39 
Trade 
Balance 
with Iraq 
2.43 
-42.05 
-186.28 
-188.47 
-235.16 
-282.47 
-537.72 
-864.80 
-701.33 
-319.40 
-830.20 
-741.08 
-625.90 
-513.05 
-108.27 
-593.55 
-141.36 
-335.64 
Growth rate 
of trade 
Balance 
f • • 
1630.45 
342.98 
1.18 
24.77 
20.12 
90.36 
60.83 
-18.90 
-54.46 
159.93 
-10.74 
-15.54 
-18.03 
-78.90 
448.21 
-76.18 
137.44 
Source DGCI&S. 
Calculated. 
Calcutta, Trade Balance and Growth Rate 
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India's position was relatively better, because India had 
surplus in her balance of trade with Iraq before 1973. It is 
significant to point out here that before the first oil price 
hike in 1973, India had a continuous surplus balance of trade 
with Iraq and that surplus continued upto 1972-73. The 
deficit in the balance of trade started only after 1973 and 
this deficit increased over time at a very rapid rate. For 
example, in 1973-74, it was worth fe. 42.05 crores and just 
after one year it jumped to fe. 186.28 in 1974-75, the increase 
in deficit continued upto 1979-80 when it was fe. 864.8 crores. 
This is the highest amount of deficit which India had with 
Iraq between 1972 to 1990. This is the year in which share of 
Iraq in India's total import was highest (about 10.1 per cent 
of India's total imports). After 1979-80, the deficit in 
trade balance with Iraq started to decline only because of the 
declining trend of India's import from Iraq. This decline 
continued upto 1986-87 when it was only ^. 108.27 crores. In 
the next year it increased to R5.593.55 crores and again 
declined to !^. 141.36 crores. In 1989-90 the amount of deficit 
was fe. 335.64 crores. The most important reason for this 
decline in the deficit is the decline of total trade with Iraq 
during eighties due to continued Iran-Iraq War. After the 
cease-fire in 1988, the amount of trade started to increase 
and for that reason the deficit also increased after 1988. 
In the case of Iran, we see from table 2.10 that India 
had a persistent or chronic trade deficit with Iran. This 
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TABLE - 2.10 
INDIA'S BALANCE OF TRADE WITH IRAN (1972-73 to 1990-91) 
(ft. cTores) 
Year 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91" 
1991-92"" 
Exports to 
Iran 
24.80 
42.78 
214.50 
272.24 
144.58 
116.59 
92.48 
96.05 
123.18 
125.18 
71.42 
126.00 
134.01 
94.86 
47.26 
139.28 
89.39 
132.22 
126.44 
75.16 
Imports 
from Iran 
122.00 
267.60 
472.70 
460.00 
508.00 
548.43 
315.38 
620.70 
1304.10 
1298.22 
802.67 
746.43 
484.83 
885.13 
140.04 
144.05 
129.19 
389.65 
932.06 
587.07 
Trade 
Balance 
with Iran 
-97.2 
-224.82 
-258.2 
-187.76 
-363.42 
-431.84 
-222.90 
-524.65 
-1180.92 
-1173.04 
-731.25 
-620.43 
-350.82 
-790.27 
-92.78 
-4.77 
-39.80 
-257.43 
-805.62 
-511.91 
Rate of 
growth of 
trade 
Balance(7o) 
• • • 
131.30 
14.85 
-27.28 
93.56 
18.83 
-48.38 
135.37 
125.09 
-0.67 
-37.66 
-15.15 
-43.46 
125.26 
-88.26 
-94.86 
734.38 
546.81 
212.95 
-36.46 
Source 
The figures are from April, 1990 to February 1991. 
The figures are from April, 1991 to September 1991. 
DGCI&S., Calcutta 
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decifict in the trade balance existed even before 1973. 
However, this high amount of deficit was only because trade 
with Iran expanded significantly over time. In 1972-73 trade 
deficit with Iran was only of the tune of fe. 97.2 crores, 
which increased to 1^. 224.82 crores in 1973-74 and in 1980-81 
it went up to Rs. 1180.92 crores. The annual average growth 
rate of trade deficit with Iran between 1972-73 to 1980-81 was 
49.26 per cent. Between 1981-82 to 1987-88 the trade deficit 
declined considerably by 22.12 per cent per annum. This is 
the period of heavy war between Iran and Iraq and India's 
total trade and imports declined to a large extent during that 
period. After the cease-fire in 1988, the import from Iran 
started to increase at very fast rate and again the deficit in 
the trade balance started to increase. In 1988-89 the amount 
of deficit was fe. 39.8 crores which reached to fe.257.43 
crores in 1989-90, and fe. 805.62 crores in 1990-91. 
A major cause for this deficit in balance if trade 
with Iraq and Iran is increasing oil prices since 1973. The 
increasing oil prices after 1973 had imposed a heavy burden on 
India and due to that her import bill from these countries 
rose steeply since India imports a major part of her total 
crude oil requirements from these two countries. Another 
reason for this deficit could be found in the difflerence in 
the rates of growth of India's exports to and imports from Iraq 
and Iran. During 1972-73 to 1989-90 export to Iraq and Iran 
increased at an average annual rate of 34.1 per cent and 
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34.2 per cent respectively, while in the same period the 
import growth rate from the two countries was 93.3 per cent and 
27.1 per cent respectively. 
In terms of exports as a ratio of imports we find from 
table 2.3 that in case of Iraq it was 136.82 per cent in 
1972-73. It implies that in that year the exports to Iraq 
were able to finance the whole of the imports from Iraq and 
even earned a considerable amount of foreign exchange also. 
But after 1972-73 the situation reversed and the ratio of 
export"? to imports started to decline at a rapid rate. In 
1973-74, this ratio was 31.33 per cent and in 1979-80 it was 
merely 6.19 per cent. It implies that in all these years 
exports to Iraq were financing only a marginal part of the 
imports from that country. In 1989-90 this ratio was 27.25 
per cent, which implies that after the cease-fire of war the 
situation has improved to some extent. 
In the case of Iran, it is seen from table 2.4 that 
in 1972-73, this ratio of export to import was only 22.33 per 
cent, which declined to 15.99 per cent in the next year. In 
1975-76 it increased to 59.18 per cent. It was minimum in 
1982-83 when the export was only 8.9 per cent of imports from 
Iran. The ratio of exports to imports in the case of Iran was 
highest in 1987-88 when it was calculated at 96.69 per cent of 
total imports from Iran. 
From the above analysis it can be said that the 
exports to these countries are only a small portion of imports 
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from there. This situation reflects a further strain on the 
foreign exchange resources of the country. However, this 
situation if placed in the context of India's over all balance 
of trade, appears more disturbing. During the whole decade of 
seventies and eighties, excepting the two years of 1972-73 and 
1976-77 India continued to suffer from trade deficit. Had 
India got an over all balance of trade surplus, the deficit 
with Iraq and Iran could have been felt to be less severe 
because in that case it could be financed from other sources. 
But even in the multilateral setting, there was no respite for 
India. Over all trade deficit in fact reduced India's manoeu-
verability to finance deficit with individual trade partners. 
What emerges from the foregoing analysis is that 
India's exports grew quite fast to .Iraq and Iran. This growth 
if looked in the context if a very high growth rate in their 
overall imports, proves that it was basically their demand 
which pulled up India's exports. Therefore, in the particular 
phase which started after 1973 and which is characterised by 
boom in the oil revenues it was basically rise in demand for 
India's exports which was the real motivating factor. A 
favourable characteristic of this period was the exceptionally 
high growth rate of exports to Iraq and Iran. Infact, during 
1973-74 to 1981-82 India's exports to these countries grew 
much faster than exports to any other region or trade partner, 
in general. This improved India's relative position during the 
oil crisis' period. However, after 1981-82, the relative 
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position of exports declined. Due to export growth rate 
towards these countries being higher than in the case of other 
countries, the share of former in India's total exports also 
improved. 
However, there are some unfavourable trends too, in 
India's trade relationship with these countries of the Gulf 
region. For example, India's trade balance remained in deficit 
throughout the period, except 1972-73 and that also in case of 
Iraq only. Infact, the more disturbing feature was the 
growing size of her deficit. Thus deficit in case of Iraq and 
22 Iran was highest than the other Gulf countries. Secondly, 
India's terms of trade with these countries declined over the 
period, due to steep rise in oil prices; and thirdly, despite 
high growth rate of India's exports, her share in total imports 
of both the countries declines overtime. While the first two 
developments could be expected due to steep rise in oil prices 
in 1973-74 and in 1979-80, by the OPEC, of which Iraq and Iran 
are also member, and India's large dependence on oil imports 
to meet domestic requirements, the third development of fall 
in India's share in these markets was quite unexpected. One 
interpretation for the decline in India's share is that it 
did not respond fully to the opportunities existing there and 
the Indian exporters failed to appreciate the opportunities 
previaling in these countries. There are many reasons for this 
loss of India's share.^3 For example, delayed deliveries from 
22. Ibid., p. 241. 
23. Indian Institute of Foreign Trade, Export Agency Agree-
ments A Study in Selected Gulf Countries and 
A.R.E., New Delhi, 1983, PP- 131-132. 
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India, differences between the samples and specifications and 
the actual goods exported, lack of understanding between the 
Indian exporters and importers in these countries etc. 
Similarly, there have been many instances of malpractices, 
delays, poor quality, lack of export culture, poor marketing 
efforts etc. as the reasons for decline in India's share in 
Iraq and Iran. The Indian planners and exporters have 
concentrated themselves on the supply side of exports and have 
constantly neglected the demand side which is equally 
important for export promotion. 
The eight year long and futile war between Iran and 
Iraq has destroyed the whole economy of the two countries 
and the implications and consequences of this war will 
continue to affect these economies for a long time. Currently 
Iran and Iraq both are suffering with a severe foreign 
exchange crisis and a heavy debt burdens, particularly on 
Iraq. Iraq nowadays is suffering with a trade embargo and 
sanction which have been imposed on her through of UN 
resolutions and pressures exerted by U.S. and her allies 
after August 1990 when Iraq invaded Kuwait. It is expected that 
in the near future when sanctions against Iraq will be 
withdrawn, there would emerge a boom in the construction 
activities and infra-structural developmnent of Iraq and that 
will offer a sizeable scope for Indian construction industries 
as well as for export of engineering goods, and consultancy 
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services. Hence one must keep a watch on the changes in the 
oil income of the two countries, the political situations which 
will enable Iraq to sell her crude oil in the world market 
and, the expenditure and import policies of Iraq and Iran, in 
order to see how much demand for India's exports will result 
from that. 
CHAPTER - III 
COMMODITY COMPOSITION OF INDIA'S TRADE WITH IRAQ AND IRAN 
CHAPTER - III 
COMMODITY COMPOSITION OF INDIA'S 
TRADE WITH IRAQ AND IRAN 
In the previous chapter we have dealt with the main 
trends of India's trade with Iraq and Iran. The various phases 
of trade in different years and annual growth in exports and 
imports have been analysed in some detail. After examining the 
different aspects of trade in aggregate, the present chapter is 
devoted to analyse the commodity composition of India's exports 
and imports to and from Iraq and Iran during the period under 
investigation. The commodities have been analysed at two 
levels of aggregation. In the first step, changes in broad 
commodity composition of India's exports are analysed. This 
covers "Standard International Trade Classification" (SITC) 
sections 0 to 9. In this part relative significance of exports 
of primary and manufactured goods has been analysed. In the 
second part, three important commodities of India's exports to 
Iraq and Iran namely (i) food and live animals (SITC Sect-
tion 0), (ii) basic manufactures (SITC Section 6) and 
(iii) machines and transport equipments (SITC Section 7) have 
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been examined. For this purpose discussion purtains to SITC 
three digit level commodity classification. 
(3.1) Standard International Trade Classification (SITC) : 
Before analysing the commodity composition of India's 
trade, it is significant to point out that India, as also most 
other countries, as well as UN and its various agencies have 
adopted a uniform 'Standard International Trade Classifi-
cation' (SITC). It means that every traded commodity and 
commodity group, sub-groups etc. are given code numbers for 
identification. Presentation of trade data by different 
countries in uniform codes and categories facilitates economic 
analysis, and comparability of external trade statistics 
becomes easy. In 1950, UN Statistical Commission decided to 
adopt SITC as a matter of policy. This classification was 
revised first in 1960 (called SITC revision - I) and in 1975 
(SITC revision - 2). Another revision was made in 1987 (SITC 
revision - 3), but since the data for the present study was 
collected on the basis of SITC revision-2, we have concen-
trated on the same and analysis of the data in this study has 
been undertaken on the basis of revision-2. These revisions 
were necessitated for incorporating new commodities which, 
over the period, had become important in trade and deserved 
separate codings. 
In SITC revision-2, there are 1832 basic commodity 
headings. These commodity headings are condensed into 786 
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sub-group, according to their features. Sub-groups are further 
reduced to 233 broad commodity groups. Groups are then reduced 
to 63 divisions and then to final 10 sections. Section is 
therefore the most aggregate form in which trade data are 
l 
presented. 
These ten sections are presented in codes from 
0,1,2, 9. Commodity numbering follows this pattern: 
first digit determines section, first two digits determine 
division, the first three digits determine group, the first 
four determines sub-group, if sub-group is sub-divided, five 
digits determine each of the resulting item. 
The ten SITC sections and their respective commodity 
description is given below : 
SITC Section 
0 
1 
2 
3 
4 
5 
6 
7 
8 
9 
Description of the commodity 
Food and Live Animals 
Beverages and Tobacco 
Crude Material excluding Fuels 
Mineral Fuels, Lubricants etc. 
Animal and Vegetable Oils and Fats 
Chemicals 
Basic Manufactures 
Machines and Transport Equipments 
Miscellaneous manufactured goods 
Goods not classified by Kind 
1. Narula, S., India's Gulf Exports, op. cit., p. 61 
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(3.2) Commodity Composition of India's 
Exports to Iraq and Iran at Section Level : 
It is evident from table 3.1 that action 0 (Food and 
Live Animals) is very important item for export to Iraq and 
Iran. In 1972-73, its value was I^. 3.88 crores to Iraq, 
representing 42.97% of total exports. In the next two years 
the volume of export of this particular commodity to Iraq 
increased to Rs. 6.03 crores and fe. 5.34 crores respectively, 
but its share declined to 31.42 per cent and to a mere 8.21 
per cent respectively. In 1975-76, the export of section 
0 to Iraq took a steep rise to fe. 13.64 crores and the share in 
total exports increased to 23.06 per cent. This increasing 
trend in export of section 0 to Iraq continued upto 1983-84, 
with some variations, when it was exported worth fe. 40.07 
crores and its share was 27.06 per cent of total exports. 
After that it started to decline and in 1987-88 it was only 
worth fe. 6.20 crores. In 1988-89 and 1989-90 it again 
increased to fe. 17.30 crores and &. 12.04 crores respectively. 
The share of section 0 in total exports to Iraq has varied with 
a wide range from 8.21 per cent in 1974-75 to 77.80 per cent in 
1983-84. 
The export of items under the section 0 to Iran has 
been higher than Iraq during the whole period understudy. 
In the aftermath of oil price rise, Indian food exports to West 
Asia increased tremendously. This was partly because of the 
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sharp increase in the price of sugar; in those years, India 
was able to generate an exportable surplus of sugar. India 
also had a surplus of cereals, and therefore, exports of 
cereals, particularly wheat, grew rapidly. India was parti-
cularly successful in Iranian market, partly because of the 
Indian Strategy to concentrate on improving Indo-Iranian 
economic relations. Such a strategy seemed appropriate, as 
Iran accounted for almost a fifth of region's imports of food 
in 1970-73, and this share increased to about a third in 
1974-76, as food imports by Iran rose very rapidly, from about 
US $ 300 million in 1973 to more than $ 1,000 million annually 
2 in 1974-76. Because of the higher imports by Iran and larger 
share of the Iranian market gained by India, India's food and 
live animal's (Section 0) exports to Iran increased from 
fe. 6.35 crores in 1972-73 to fe. 208.25 crores in 1975-76. In 
that year the share of food items was 76.50 per cent of 
India's total exports to Iran. 
The political and economic problems of Iran resulted in 
a severe decline in Iran's imports of food in the late 
seventies and early eighties. Also India's surpluses in sugar 
and cereals vanished. Consequently India's food exports to 
Iran declined to only 1&. 22.73 crores in 1978-79, which is 
only 24.58 per cent of India's total exports to Iran. This 
declining trend continued during the eighties due to the tight 
financial position of Iranian government particularly after the 
eruption of Iran - Iraq war in 1980. During the war only 
Agarwal, Manmohan, "India's Trade with the Middle East" 
in Adiseshiah, Malcom S. (ed.). Role of Foreign 
Trade in Indian Economy, Lancer International, 
New Delhi, 1986, p.113. 
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essential food stuffs and basic raw materials and only a few-
capital goods were imported in Iran and the major part of the 
national budget was diverted towards the war expenditures. In 
1980-81, the total value of food exports to Iran was fe. 40.98 
crores which is 33.27 per cent of India's total exports. In 
1984-85 this export figure increased to fe. 86.61 crores and in 
1987-88, it was worth Rs. 93 crores which again declined to only 
Rs. 64.70 crores in 1989-90. 
Section 0 (Food and Live Animals) constitutes an 
important share in India's total exports to both countries i.e. 
Iraq and Iran. The impact of oil revenue boom on the export of 
this particular commodity is clearly visible from table 3.1. 
In the case of Iraq it is seen that the share of this item in 
total exports is not as high as in case of Iran, particularly 
during seventies. The average annual share of this item in 
total exports to Iraq between 1972-73 to 1979-80 was 27.87 per 
cent, while the same in the case of Iran was 37.16 per cent 
per annum. The same figures during eighties were 42.86 per 
cent and 52.14 per cent respectively. We see that the average 
share of food items in total exports to Iran was much higher 
than that to Iraq. We get the same result when we analyse the 
export value to these countries in absolute terms. 
From table 3.1, it is seen that in many years the 
export of food in absolute terms has increased several times 
when compared with the export value of 1972-73, but the share 
in total exports had increased at a very slow rate and in many 
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years it even declined in both the countries. It is seen 
that the export of food items in absolute terms is increasing 
year to year, but its share in total exports, on average, is 
declining, particularly upto 1982-83. The reason for this 
declining trend may be attributed to the increasing share of 
manufactured items and capital goods in total exports to Iraq 
and Iran. The period between 1973-74 to 1982-83, was, a period 
of oil revenue boom for the oil exporting countries of the Gulf 
and during that period the industrialization process was 
started at a massive scale which -resulted a large demand of 
machines and other capital goods and it is because of these 
developments, the share of food and live animals declined. 
From 1983-84. its share in total exports started to increase 
for both the countries. Due to heavy pressure of war, the 
total import from India declined considerably in those years 
which affected the import of food items also. After the cease-
fire in 1988 between the two countries, the share of food item 
in exports to Iraq again declined to less than 40 per cent, 
but Iran continued to maintain a share of more than 50 per 
cent. 
The commodities lying under sections 1,2,3,4 and 5 are 
not very important as far as their exports to Iraq and Iran 
are concerned. Section 1 (Beverages and Tobacco) gained some 
importance in total exports to Iraq after 1975-76. In 1976-77, 
section 1 was exported to Iraq worth 1^. 2.65 crores and in 
1978-79 its export value was fe. 3.17 crores which is 
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8.16 per cent of total export. After that export of this Item, 
to Iraq, started to decline both In terms of Its volume and 
share in total exports. In 1989-90 the export value of 
section 1 to Iraq was fe. 2.95 crores which is only 2.35 per 
cent of total export. 
Iran Imported this item only in few years and that too 
in a very small quantity which constituted a very nominal 
share in total export. It was only in 1987-88 when this 
particular item got an important position in total exports to 
Iran when its export value was fe. 21.59 crores and the share 
in total exports was 15.50 per cent. In 1988-89 and 1989-90, 
it again declined to only worth fe. 0.07 crores in each year. 
The position of section 2 (crude material and fuels) is 
somehow better than section 1 for both Iraq and Iran and 
particularly for Iraq. In 1972-73, its export to Iraq was 
worth Rs. 0.15 crores and share in total exports was only 1.66 
per cent. From 1973-74 the export of it started to increase 
and in 1979-80. its total value of export was fe. 8.18 crores 
which is 14.34 per cent of total export to Iraq. After that 
its export to Iraq started to decline and in 1983-84 it was 
only 0.52 per cent of total exports. After 1983-84 the export 
value of section 2 again started to increase and in 1987-88 
its export to Iraq was worth [&. 3.10 crores and 17.68 per cent 
of total exports. In 1989-90, the value and share in total 
exports was Rs. 7.57 crores and 6.03 per cent respectively. 
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As far as the export of section 2 to Iran is concerned, 
it was worth fe. 0.13 crores in 1972-73. Although its exports 
to Iran has increased annually but that increment is at 
nominal rates. In 1977-78 the export of section 2 to Iran was 
worth 1^ .5.63 crores and share in total exports was 4.83 per 
cent. This is the highest value of export of this particular 
commodity to Iran between 1972-73 to 1987-88. In 1988-89 its 
export value increased to Rs. 11.72 crores and the share in 
total export was 12.53 per cent. In the next year it again 
declined to only fe. 3.65 crores and 2.76 per cent of total 
exports. 
The export of section 3 (Mineral fuels and lubricants 
etc.) is almost negligible all over the period for both Iraq 
and Iran. Only in 1987-88 and 1988-89, few items of this 
section were exported and that too in a very small quantity. 
The reason is obvious, that India does not produce this 
commodity in a large quantity which could be exported and 
secondly, Iraq and Iran themselves are the members of oil 
exporting countries. It is produced in bulk in these 
countries and they export the surplus to energy starving 
nations including India. 
Section 4 (Animals and Vegetable Oils and Fats) also 
does not have any significant position as far as its exports 
to Iraq and Iran is concerned. It was far less than 1 per cent 
of total exports to both countries during the whole period and 
in many years it was not exported at all. It is only because 
150 
India herself does not produce this particular commodity in a 
large quantity. 
Section 5 (Chemicals), although has a small share in 
total exports to both Iraq and Iran, but its position is more 
important than other sections discussed earlier, as evident 
from table 3.1. It was exported to Iraq worth Rs. 0.38 crpres 
in 1972-73 which is 4.21 per cent of total exports to Iraq in 
that year. Its export in absolute terms continued to maintain 
the same tempo upto 1979-80 with some variations. In 1979-80, 
the value of its eitport to Iraq was 1^. 1.11 crores and the 
share in total export was only 1.95 per cent. In eighties, 
when there was a general decline in export of all the 
commodities to Iraq, its export also started to decline both 
in terms of volume as well as its share in total exports. 
During that period its export value was less than i^. 1 crores 
and share in total exports was also very small. 
As far as the export of chemicals to Iran is 
concerned, its position is better than that of Iraq in almost 
all the years. In 1973-74, it was exported worth fe. 0.58 
crores to Iran which constituted 1.36 per cent share in total 
exports. In the next year its export increased to fe. 2.06 
crores but the share in total exports declined to 0.96 per 
cent, due to increased share of other sections. In 1980-81 
it was exported worth fe. 4.47 crores, maintaining a share of 
3.63 per cent of total exports. In 1987-88 the value of its 
export increased to fe. 5.17 crores and the share in total 
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export was 3.71 per cent. After that it declined at a very 
fast rate and in 1989-90, its value and share in total exports 
was merely fe. 1.01 crores and 0.76 per cent respectively. 
The commodities lying under section 6 (Basic 
manufactures) and section 7 (Machines and transport 
equipments) are the principal commodity groups of India's 
exports to Iraq and Iran. In general, these two sections 
cover those commodities which are broadly known as 'capital 
goods' or 'engineering goods', and are generally used as an 
input in the industrial development of a country. In the case 
of Iraq, the share of section 6 in total export was in the 
range of 50 per cent between 1972-73 to 1982-83, and in some 
years it was as high as 70 per cent, of India's total exports 
to that country. In 1972-73, the commodities of section 6 
exported to Iraq were to the tune of Rs. 2.36 crores, which was 
26.14 per cent of total exports. It is evident from table 3.1, 
that the share of this section in total exports varied from 
63.25 per cent (1974-75) to only 0.55 per cent (1988-89). From 
1973-74 to 1982-83, its exports in absolute terms as well as 
in terms of its, share in total exports to Iraq is commendable. 
This period is also characterised as a period of high oil 
revenue boom which led to massive growth in the import of Iraq 
and consequently the export of basic manufactures also 
increased considerably. In 1974-75, it was exported to Iraq 
worth fe. 41.15 crores which is 63.25 per cent of total 
exports. After that it started to decline and in 1979-80 its 
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value was only fe, 13.20 crores and share in total export was 
23.29 per cent. After that, due to second oil revenue boom of 
1979, it again started to increase and in 1981-82 its export to 
Iraq was worth fe. 24.04 crores, making 28.45 per cent share in 
total exports. After that, due to heavy pressure of war 
between Iraq and Iran, the total export to Iraq started to 
decline and consequently the export of section 6 also declined 
considerably. In 1986-87, it was exported only to the tune of 
R5.0.84 crores which was 4.62 per cent of total exports. In 
1989-90, its export increased to the tune of fe. 21.24 crores 
and the share in total export was 16.90 per cent. 
The position of Iran is far better than Iraq, in terms 
of total value of exports as well as relative share in total 
exports, as far as the export of section 6 to these countries 
is concerned. It was exported to Iran worth R5.20.96 crores in 
1973-74 which is 48.94 per cent of total export and 66.93 per 
cent of total export in 1976-77. After that political and 
economic turmoil started in the country and India's total 
exports to Iran started to decline and as a result the export 
of section 6 also declined. This turmoil which ultimately 
resulted the ouster of Shah from Iran and establishment of 
Islamic Revolution in Iran. During that period the over-all 
functioning of the economy was disturbed to a great extent. 
The country was passing through a transition period and the 
new Islamic government had not fully established, when the war 
between Iraq and Iran started in 1980 and that war continued 
153 
upto 1988. All these developments affected India's exports to 
Iran to a large extent and obviously the export of basic 
manufactures also declined considerably during that period. 
However, from table 3.1, it is seen that in absolute terms the 
value of export of this section during this period was far 
ahead than its exports during 1972 to 1975. It implies the 
fact that, although the revolution and the war affected our 
exports' to Iran considerably, even then it was much more than 
our export of section 6 to Iraq. It shows the relative 
importance and stability of Iranian market for India's exports 
in the region. In 1986-87, section 6 was exported to Iran 
worth fe.3.51 crores which was 7.43 per cent of India's total 
export to Iran in that year. In 1989-90, the value of exports 
increased to 1^ .8.35 crores but the share declined to 6.32 per 
cent. 
The machines and transport equipments (section 7) have 
occupied an important position in India's exports to Iraq and 
Iran, during the whole period. A very important feature of 
this section is that it had maintained a very considerable 
share in India's overall exports. In 1972-73, India earned 
foreign exchange to the tune of Rs. 2.17 crores from Iraq which 
is 24.03 per cent of India's total exports to that country. 
The export of section 7 to Iraq continued to increase with 
small variations and reached to its peak level in 1981-82, both 
in terms of value and share in total exports, when it was 
exported to Iraq worth fe. 38.29 crores and its share in total 
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exports to that country was 45.32 per cent. After that, due to 
general decline in India's total exports to Iraq, the export of 
this commodity also started to decline and this trend continued 
upto 1988-89, when its value was only 0.84 crores, In the next 
year, 1989-90, its export to Iraq again jumped to a peak level 
of Rs 72 crores representing 57.26 per cent share in total 
exports. 
The position of Iran, in the case of the export of this 
particular commodity, is highly encouraging and in absolute 
terms its export to Iran is more than that of Iraq, although 
its share in total exports to Iran is less than that of Iraq. 
In 1972-73, its value of export to Iran was worth fe 8.82 crores 
and it constituted 20.6 per cent share in total exports, that 
increased to fe. 13.77 crores in 1976-77, but the relative share 
in that year declined to only 9.53 per cent. It increased to 
fe 45.97 crores in 1981-82, which is a fairly high amount in 
comparison to other years. After 1981-82, its export to Iran 
started to decline due to the general declining trend of Iran's 
total imports and the most important reason for which was the 
heavy pressure of ongoing Iran-Iraq war. In 1989-90 its 
export to Iran was highest, earning foreign exchanges to the 
value of 1^. 53.38 crores from India and its share in total 
export to Iran in that year was 40.37 per cent. 
The commodities of section 8 (Miscellaneous) manu-
factured items) have maintained a relatively lower position as 
far as their exports to Iraq and Iran is concerned. In 1972-73 
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its export value to Iraq was worth fe. 0.7 crores. In 1975-76 
it jumped to 1^. 12.19 crores which is 20.61 per cent of India's 
total export to Iraq in that year. It declined to fe. 3.39 
crores in 1979-80 and its share in total export was 5.94 per 
cent. Its export continued to decline upto 1986-87, due to 
general decline of Iraq's total imports from all over the 
world. a fairly high volume of this particular commodity was 
exported to Iraq in 1987-88 and in 1988-89, when this total 
value of exports and share in total export was Rs. 5.34 crores 
and fe. 23.62 crores and the share was 30.46 per cent and 44.68 
per cent respectively. 
In case of Iran, its export in general was lower than 
that of Iraq in absolute terms as well as in terms of its share 
in total exports. In the years 1973-74 and 1974-75 its share 
in total exports to Iran was 5.58 per cent and 5.06 per cent 
respectively. After that it started to decline and except few 
years its share in total export to Iran was less than 1 per 
cent and the value of export was less than fe. 2 crores. It 
was only the year 1987-88 and 1988-89, when a fairly large 
amount of this particularly commodity was exported to Iran. In 
those years in absolute terms its value was Rs. 10.33 crores 
and fe. 19.18 crores and the share in total export was 7.42 per 
cent and 20.51 per cent respectively. In 1989-90, it again 
decline to a considerably low level. 
Section 9 (Goods not classified by kind) comprises a 
very small share in export to both the countries. Its share in 
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total export has been far less than 1 per cent in both 
countries in almost all the years. In 1987-88 and 1988-89 its 
export to Iraq was worth h. 0.52 crores and Ife. 3.34 crores and 
share in total export was 2.97 per cent and 6.32 per cent 
respectively. In 1989-90 it again decline to fe. 2.85 crores 
and 2.27 per cent respectively. In all these years its export 
to Iran was less than 1 crore and share in total export was 
also less than 1 per cent. Hence we can say that section 9 
does not occupy greater prominance as far as its export to Iraq 
and Iran is concerned. 
On the basis of above discussion and in depth analysis, 
the following characteristics of India's commodity composition 
of exports to Iraq and Iran are observed. 
(i) Dominance of Section 0 and 6: 
It is evident from the ongoing analysis that section 0 
(Food and live animals) and section 6 (Basic manufactures) have 
been dominating India's export composition to Iraq and Iran. 
In 1972-73 the combined share of these two sections in export 
to Iraq was 69.11 per cent which increased to 71.46 per cent in 
1974-75. From table 3.2, it is seen that there is a range of 
variation in combined share of both these commodities exported 
to Iraq, from 48 per cent to 84 per cent. The reason for the 
low share between 1975-76 to 1982-83 is that the export of 
other sections, particularly section 1 and 2, had increased 
during that period, in total export to Iraq. Since that is the 
period of post oil revenue boom, during that period, bulk of 
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primary goods also were exported to Iraq. In general these two 
commodities have shared more than 50 per cent of total export 
to Iraq. 
In case of Iran also, it is seen from table 3.2, that 
from 1972-73 to 1980-81, the share of these two sections had 
been more than 70 per cent of total exports to Iran. In the 
next two years, its share declined to less than 70 per cent of 
total and after that it again got the same position in total 
exports to Iran. In all, the combined share of these two 
sections, in total exports to Iran is far ahead than that of 
Iraq. 
(ii) Rising Importance of Section 7 and 8 : 
A welcome feature of the commodity composition of 
India's exports to Iraq and Iran is that share of section 7 
(machines and transport equipments) and section 8 (miscella-
neous manufactured goods) increased over time. 
An interesting feature of the export of section 7 to 
Iraq and Iran is that, though in absolute terms its exports to 
these countries is less than section 6 in almost all the years, 
particularly in the post oil revenue boom period, but their 
shares in India's total exports of section 7 has been more than 
the share of section 6 during the whole period. Average share 
of Iraq in India's total export of section 7 has been about 3 
per cent per annum while that of section 6 had been only 0.7 
per cent annually. This was true in the case of -Iran also, 
when in 1981-82 Iran occupied 3.77 per cent of India's total 
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export of section 7 and in 1985-86 it was only 1.98 per cent 
of India's total export of this particular commodity. Share of 
Iran in India's total exports of section 6 in these years was 
1.90 per cent and 0.25 per cent respectively. It implies that 
India had shown excellent performance in export of machines and 
transport equipments to Iraq and Iran. During the post oil 
boom era, the two economies were being industrialized at a rapid 
rate and India took full advantage of that opportunity and 
started to export machines and other capital goods to a large 
extent. During eighties and particularly when the war was at 
its peak, its export declined due to general declining trend 
of total import of both the countries. 
Similarly the share of section 8 has also shown an 
increasing trend during the whole period. The export of it 
was much more, in absolute terms as well in term of its share 
in total exports, to Iraq than Iran. Between 1972-73 to 
1982-83, the average annual share of section 8 in total 'export 
to Iraq was 5.86 per cent, while that of Iran during the same 
period was only 2.01 per cent per annum. Section 8 occupied a 
considerable position in total export to Iraq and Iran after 
the end of the war, in 1987-88 it was exported to Iraq worth 
fe. 5.34 crores and the share in total export was 30.46 per 
cent and in 1988-89 it was fe. 23.62 crores and 44.68 per cent 
respectively. During these years, the value of export and 
share in total export to Iran was Rs.10.33 crores and 7.42 per 
cent; Rs. 19.18 crores and 20.5 per cent respectively. 
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(ill) Less Significant Shares of Sections 
1, 2. 3, 4, 5 and 9 : 
It is also evident from table 3.1 that sections 1 
(beverages and tobacco); 2 (crude materials except fuels) 
3 (mineral fuels, lubricants etc.); 4 (animals and vegetable 
oils and fats); 5 (chemicals) and 9 (commodities and 
transactions not classified according to kind), occupied very 
small shares in India's exports to Iraq and Iran. Their 
collective share in 1973-74 was 7.62 per cent in Iraq and only 
2.13 per cent in Iran. Their combined share in 1980-81, in 
India's total export to Iraq and Iran was 6.54 per cent and 
6.67 per cent respectively. Among this group, section 5 has 
shown a good performance over time as far as its share in total 
exports is concerned. From 1972-73 to 1979-80 its average 
share in total exports to Iraq was 2.6 per cent per annum. 
After that its share declined to less than 1 per cent in almost 
all the years. For Iran, its relative share in total export 
was less than that of Iraq but in absolute terms it was not far 
behind. Between 1980-81 to 1989-90 its average share in total 
export to Iran was 2.93 per cent per annum while the same in 
the case of Iraq was 1.16 per cent per annum. An important 
feature of section 5 is that it has been exported to both the 
countries in all the years during the whole period. 
Section 9 does not have any significance in India's 
exports to Iraq and Iran and its share in total exports to 
these countries was far less than 1 per cent almost all the 
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years. Only in the last three years of eighties it got some 
significance in export to Iraq and in other years its export 
was negligible. 
It can be concluded that sections 0, 6 and 7 have 
dominated the export list of India to Iraq and Iran during the 
entire period between 1972-73 to 1989-90. As evident from 
table 3.2 that their combined share is more than 90 per cent in 
most of the years. Between 1974-75 to 1979-80, the share of 
other sections, particularly sections 2 and 8 had relatively 
increased, the collective share of 0, 6 and 7 was ranging 
between 71 per cent to 86 per cent. In the case of Iran also 
their combined share was in the range of 90 per cent of total 
exports. 
(3.3) Comparison of India's Exports to Iraq 
and Iran and India's over all Exports 
at Section Level : 
A comparison of India's exports to Iraq and Iran with 
India's overall exports of few major commodities, particularly 
sections 0 (food and live animals); 6 (Basic manufactures) 
and 7 (machines and transport equipments) reveals some 
interesting points. In 1973-74, India's total exports showed 
that section 6 and 0 dominated the export list of India. In 
case of India's exports to Iraq and Iran, the same pattern of 
export order exists. It is seen that India's exports to Iraq 
and Iran in 1973-74 is similar to India's over all export of 
section 0 & 6. The rank of section 2 was third in India's 
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TABLE - 3.3 
COMPARISON OF INDIA'S EXPORTS OF IRAQ AND IRAN 
AND INDIA'S OVERALL EXPORTS 
Section's ranking 
I 
I I 
I I I 
IV 
V 
I 
I I 
I I I 
IV 
V 
I 
I I 
I I I 
IV 
V 
I 
I I 
I I I 
IV 
V 
Ind ia ' s over a l l 
Exports 
(Section-wise) 
1973-
6 
0 
2 
8 
7 
1981-
6 
0 
8 
2 
7 
1985 
6 
0 
8 
2 
7 
1989 
6 
0 
7 
8 
5 
India ' s Exports 
to Iraq 
•74 
6 
0 
7 
2 
5 
•82 
7 
6 
0 
8 
2 
L86 
0 
7 
6 
2 
5 
-90 
7 
6 
0 
2 
5 
India ' s Exports 
to Iran 
6 
0 
7 
8 
5 
6 
7 
0 
5 
8 
0 
7 
6 
8 
5 
0 
7 
6 
2 
5 
Source Prepared by the data obtained from DGCI&S, Calcutta, 
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total export in that year while in the case of Iraq and Iran, 
section 7 maintained the third position in the export list of 
India to these countries. 
The importance of various sections and their rank in 
India's total export to these countries as well as India's 
total export, can be made more clear by presenting this 
comparison and their respective ranks in the form of a table. 
It is seen from table 3.3 that sections 6 and 0 have 
been dominating in India's total exports in all the years, and 
in 1973-74 the same two section were dominating in our exports 
to Iraq and Iran. In 1981-82, the sections 6 and 0 were ranked 
as first and second in India's total exports but in the export 
list to Iraq section 7 got the first rank while section 6 and 0 
were on second and third places respectively. In case of Iran 
section 6, 7 and 0 were ranked first second and third 
respectively. In 1985-86, sections 0, 7 and 6 respectively got 
first, second and third positions in India's exports to both 
Iraq and Iran. In 1989-90, for Iraq section 7, 6 and 0 got the 
first, second and third ranks and in case of Iran section 
0, 7 and 6 were ranked first second and third. 
It is evident from table 3.3 that section 7 has 
retained the fifth position, in India's total exports, but in 
the export basket to Iraq and Iran it has got either first or 
second priority except in 1973-74, when section 7 was placed on 
the third position. It implies the fact that although India is 
not an exporter of machines and transport equipments but 
ID^ 
during the oil boom era, it had tried her best to capture the 
Iraqi and Iranian market for this particular commodity group 
and was successful to some extent, and all this success was 
achieved only because of high import demand of these 
commodities in Iraq and Iran. During post 1973 period when 
due to massive influx of oil welath an economic boom was 
erupted in these countries and taking the advantage of that 
opportunity India increased the share of engineering goods in 
total exports to these countries. From 1982-83 the heavy 
burden of war expenditures started to cripple the economy and 
industrial developments and infrastructural activities were 
affected too much and due to that the authorities reduced the 
expenditure on other sectors of the economy and many projects 
and industries were stopped. Because of that, during the war 
period the share of section 6 and 7 declined and food products 
and related items increased. In 1989-90, when after the cease-
fire between Iraq and Iran, a new phase of industrial process 
was started, section 7 and 6 again got the first and second 
priority in total exports to Iraq, but in case of Iran, 
section 0 remained on the first position and 7 and 6 were on 
second and third places respectively. This difference between 
Iraq and Iran was because after the war, with financial help 
of her Arab neighbours Iraq again started the developmental 
activities with the full swing, but the financial help from 
external sources for Iran was very meagre and Iran was not in a 
position to start the development activities on a mass scale, 
just.after the eight year long war. 
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(3.4) Primary V/S Manufactured Goods Exported to 
Iraq and Iran Since 1972-73 : 
According to U.N.'s international agencies, the traded 
commodities which are classified under SITC codes can be 
divided into two group, viz. primary goods and manufactured 
goods, on the basis of their origin and mode of production. 
The primary goods are those which are directly produced from 
land and generally used as raw materials of industries or 
directly consumed. All the food products and related items, 
crude materials, minerals fuels, animals and vegetable oils are 
classified in primary products. It includes SITC Sections 
0,1,2,3 and 4 less groups 233 (synthetic rubber latex); 244 
(Cork Natural Raw); 266 (Synthetic Regenerated Fibre); 267 
(Waste of Textile Fabrics) plus group 687 (tin). The other 
commodities which can be classified as manufactured goods are 
thsoe which are produced in industries with the help of raw 
materials, and are generally final products for consumption 
and investment. All chemicals, basic manufactures machines and 
transport equipments, and miscellaneous manufactured Items 
etc. are classified as manufactured products. It includes SITC 
Sections 5,6,7,8 and 9 plus group 233 (Synthetic Rubber 
Latex), 244 (Cork Natural Raw), 266 (Synthetic Regenerated 
Fibres), 267 (Waste of Textile Fabric, minus group 687 (Tin). 
In the present study, for the purpose of aggregation, the 
groups have been avoided and only sections are classified in 
primary products and manufactured products. In general. 
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sections 0, 1, 2, 3 and 4 are primary products and sections 
5,6,7,8 and 9 are manufactured products. The trend and growth 
rate of exports of primary and manufactured goods to Iraq and 
Iran is presented in table 3.4 and table 3.5. 
As evident from table 3.4 the share of primary products 
in total exports to Iraq was less than 50 per cent of total 
exports between 1972-73 to 1982-83, except 1978-79, when it was 
51.65 per cent of total exports. It is seen that in absolute 
terms the volume of exports of primary goods has increased 
tremendously during that period, but its share in total export 
is depicting a declining trend. It was because of generally 
increasing trend of capital goods exports to Iraq during the 
post oil revenue boom era. Since 1983-84 due to financial 
crisis of the economy because of the heavy war burden, the 
total import .of Iraq declined and particularly the import of 
capital goods declined considerably. So during that period 
the total volume of exports to Iraq declined and the export was 
concentrated mainly on primary products. This is why during 
that period the share of primary products in total exports was 
•<n the range of 70 per cent. From 1987-88, it again declined 
and in 1989-90 the value or prj.iiiai^  ^.^ 
was Rs.22.57 crores and its share in total export was only 17.95 
per cent. 
The position of manufactured products is relatively 
better in India's total exports to Iraq. From 1972-73 to 
1982-83, its share in total exports was fluctuating between 
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89.16 per cent (highest) in 1^7^-15 to 48.35 per cent (lowest) 
in 1978-79. In absolute terms, value of exports of 
manufactured products was ranging between fe. 65.91 crores in 
1981-82 to !^. 4.77 crores in 1986-87. Although, the export of 
manufactured products increased immensely during the post oil 
revenue boom period. However, its growth rate was positive only 
in two years viz. 1973-74 and 1974-75; after that its export 
started to decline at an average annual rate of 20.77 per cent 
which continued upto 1978-79. During eighties the export 
performance of manufactured products to Iraq was rather 
discouraging and particularly after 1982-83 it declined at an 
average rate of 26.04 per cent annually. It was only 1989-90 
when its export increased tremendously from previous years when 
its total export value was 1^ .103.20 crores and share in total 
exports was 82.07 per cent. 
The position of Iran in India's exports to Gulf 
Countries is much better than Iraq in both, primary as well as 
manufactured goods. Like Iraq, the primary products have a 
less major share in India's exports to Iran also. Between 
1972-73 to 1983-84, the share of primary products was far 
less than 50 per cent of total exports except in two years, 
namely 1974-75 and 1975-76. In these two years a plenty of 
sugar was exported to Iran which increased the volume of 
exports in absolute terms immensely. After 1983-84, the export 
or primary goods to Iran started to increase both in terms of 
its volume and share in total exports. During this period the 
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average share of primary products was 71.35 per cent per annum. 
An interesting feature of India's exports of primary goods to 
Iran is that in absolute terms its value was generally more 
than that of Iraq but its share in total exports was less than 
Iraq in almost all the years. It implies the fact that 
although India exported a lot of commodities of this group to 
Iraq but its relative importance was always less than their 
exports to Iran. Iran offered a much vast and diversified 
market for Indian products, although Iran is almost self-
sufficient in her food requirements. 
As far as the export of manufactured products to Iran 
is concerned its share as well as its value in absolute terms 
was higher than Iraq except in few years when the tremendous 
increase in agricultural products declined the share of 
manufactured goods in total exports. In 1972-73, the export of 
manufactured products to Iran was worth Rs. 17.30 crores which 
increased to Rs. 113.98 crores in 1976-77. After that it 
started to decline and after a few years it again reached to 
1^. 101.28 crores in 1981-82, making a share of 80.91 per cent 
in total exports. After 1981-82, its exports started to 
decline due to ongoing war and in 1986-87 it was only worth 
fe. 11.72 crores. After that it again started to increase and 
in 1989-90 its export value reached to fe. 63.68 crores. The 
export of manufactured goods was highly affected during those 
years in which the war was on its peak particularly between 
1982-83 to 1987-88. 
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On the basis of above analysis, we can say that the 
export of manufactured products in. terms of its value as well 
as its share in total exports was much more than the primary 
products in both the countries. In most of the years the share 
of manufactured products had been more than 50 per cent of 
total exports, except few abnormal years characterised by war, 
in particular. But, as evident from tables the average growth 
rate of primary products is generally more than that of 
manufactured one, in both countries. In case of Iran, we see 
that the export of primary products increased dramatically 
after the first oil revenue boom but it was only for two years. 
Generally, it is seen that its export is far less than the 
export of manufactured products. The average share of primary 
products in total exports to Iraq in all these years was 44.66 
per cent per annum and that to Iran is 48.5 per cent per year. 
This is an encouraging feature of India's exports to Iraq and 
Iran that the manufactured goods have dominated the export list 
although its performance has not been very well in both the 
countries. It is seen from the table that in many years the 
export of these products had increased many times than previous 
years and it was only because of increased demand of Iraq and 
Iran for these products. It was basically the demand and 
requirement of these countries for the capital goods which 
ultimately increased our export and that increased import 
demand was due to massive inflijix of oil wealth after 1973-74 
which led to a large pace of industrialization in the 
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respective countries which in turn increased the import of 
manufactured products. India on her part only fulfilled some 
of their demands for these products. When we see the exports 
of manufactured products from India in the context of total 
import of Iraq and Iran, for these products, it is seen that 
the share of India is very low. It implies that the Indian 
exporters were not able to introduce their manufactured items 
in these countries and were not able to capture of markets 
after oil revenue boom. 
India on the one hand should minimise the share of 
primary products and on the other hand it should increase the 
share of manufactured products in total exports to these 
countries. Since the primary products do not have bright 
prospects in these markets and also the production of primary 
products depends mainly on natural and climatic conditions 
which ultimately affect their exports to a large extent. 
(3.5) India's Exports at Disaggregate Level 
(On the Basis of Three Digit Group) : 
After analysing India's exports to Iraq and Iran at 
broad SITC section level, further analysis at a disaggregate 
SITC-3 digit group level can also be made. This provides a 
fairly detailed view of the commodity entering the export list,. 
It also provides a good idea about the relative importance of 
each commodity group in the section and shows that which 
commodity in the section is of greater importance and value 
from the point of view of foreign exchange earnings. 
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As it has been discussed earlier and also evident from 
table 3.2 that the major commodities which were exported to 
Iraq and Iran between 1972-90 are section 0 (Food and live 
animals) 6 (Basic manufactures) and 7 (Machines and transport 
equipments. These three sections together have maintained a 
share of about 90 per cent of total exports to both Iraq and 
Iran, throughout the period under review. Now further 
analysis of these groups is to be made on the ground of main 
commodities and commodity groups appearing in these three broad 
sections. For this purpose, three sample years, namely, 
1974-75, 1981-82 and 1986-87, have been choosen for analysis. 
These years are altogether different with each other. In 
1974-75, the massive influx of oil revenues had started to 
influence the economies of these countries and their import had 
started to increase at a high rate. In 1981-82, although the 
war between Iraq and Iran had started, however, there was no 
any significant change in the import structure of these 
countries, and India's export to Iraq and Iran was very 
impressive with respect to other years. In 1986-87, the 
continuous war had crippled the two economies and their import 
during the later years of war was on its lowest level. So, in 
these three years we will study the export of various 
commodities to Iraq and Iran. 
174 
Section 0 : (Food and Live Animals) 
From table 3.6, it is seen that group 074 (tea) is most 
important item of export to Iraq in 1974-75. In that year, tea 
was exported to Iraq worth R5.4.68 crores and constituted 
about 88 per cent of total export of section 0 to Iraq. It was 
exported to Iran to the tune of fe. 13.82 crores and its share 
in total export of section 0 to Iran was only 8.6 per cent. 
In 1974-75, the most important item of export to Iran from this 
particulars section was sugar, which was exported for R5.143.93 
crores and its share in total export of section 0 to Iran was 
89.58 per cent and 67.1 per cent of India's total exports to 
Iran. Spices were exported worth i^. 0.41 crores and fe. 0.96 
crores to Iraq and Iran respectively, and its share in total 
export of section 0 to these countries was 7.68 per cent and 
0.60 per cent respectively. These are the only three items 
which were exported to Iraq and Iran in 1974-75 and in that 
also sugar was exported to Iran only. 
In 1981-82, the export of tea and spices, in absolute 
terms had increased in case of Iraq but its share in total 
exports had declined. In that year export of tea to Iraq was 
to the value of fe. 11.58 crores and its share in total export 
of section 0 to Iraq and India's total export to Iraq was 
69.05 per cent and 31.71 per cent respectively. Export of tea 
to Iran in absolute terms was almost same as it was in 1974-75, 
but its share in section 0 declined to 55.62 per cent and only 
10.43 per cent of India's total export to Iran. However, the 
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export of other commodities to Iran from section 0 increased 
considerably during 1981-82. In that year, rice (R5.4.69 
crores), meat, fresh chilled or frozen (fe.2.81 crores), spices 
(fe.2.08 crores) were other important commodities of export to 
Iran from this particular section. It is seen from the table 
that number of items exported to Iran in 1981-82 were far more 
than Iraq. Only three items namely, tea, spices and fruits and 
nuts were exported to Iraq in 1981-82. 
The situation in 1986-87 is some how different than 
1981-82. In 1986-87, India's exports to Iraq and Iran were on 
its lowest level due to heavy defence expenditures, while in 
1981-82 India's trade with these countries was flourishing. 
This is why pnly two commodities of section 0, namely tea and 
spices were exported to Iraq and Iran. In 1986-87, the share 
of section 0 in total export to Iraq and Iran was 68.94 per 
cent and 74.61 per cent respectively. Tea was exported worth 
fe. 11.61 crores to Iraq and I&. 33.08 crores to Iran, it alone 
maintained a share of 63.83 per cent and 70 per cent 
respectively, of India's total exports to Iraq and Iran. 
Spices in that year were exported to the tune of ^. 0.87 crores 
to Iraq and Rs. 2.18 crores to Iran and its share in India's 
total export Iraq and Iran was 4.78 per cent and 4.61 per cent 
respectively. 
We see that during the entire period between 1972-73 to 
1989-90, group 074 (tea) has been a major item of export to 
Iraq and Iran and its performance during the whole period had 
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been commandable, both in terras of its share in export of 
section 0 as well as in India's total export to these 
countries. The export of spices also had maintained its 
presence in the export list in almost all the years, although 
in a smaller magnitute as compared to tea. Its exports to Iraq 
was worth fe. 0.41 crores in 1974-75 fe. 2.36 crores in 1981-82, 
and Rs. 0.87 crore in 1986-87. Likewise its export to Iran in 
these years was Rs. 0.96 crores, 2.08 crores and h. 2.18 crores 
respectively. Despite tea and spices, rice, meat, fish, fruits 
and feeding stuff for animals were also exported to Iran in 
1981-82. 
Sugar was exported to Iran only, and its entrance in 
Iranian market was just after the oil boom period. Its export 
was worth fe.4 crores in 1973-74 which increased dramatically to 
fe. 143.93 crores in 1974-75 and again to fe. 192.26 crores in 
1975-76. After that exports of sugar to Iran vanished due to 
reduced supply from India. In these years sugar constituted 
about 70 per cent of India's total exports to Iran. The sharp 
increase in export of sugar to Iran was partly because of the 
sharp increase in the price of sugar; and also those years 
India was able to generate an exportable surplus of sugar. The 
political and economic problems of Iran resulted in a severe 
decline in Iran's imports of food in late seventies and also, 
India's surpluses in sugar vanished in those years and 
consequently sugar was dropped from India's list of exports to 
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Iran. Other commodities of Section 0 which were exported to 
Iraq and Iran during these years are vegetable ftuits and nuts 
and coffee etc. 
Section 6 : (Basic Manufactures) 
The main items of section 6 which were exported to Iraq 
in 1974-75 are group 673 (Iron and steel bars, tubes and pipe-
fittings) which was exported worth 1^. 24.89 crores and its 
share in India's total exports was 38.26 per cent. 
The other groups which were exported to Iraq in that 
year, are group 631 (Vens plyboards, improved or reconstructed) 
which was exported to the value of fe. 4.44 crores, group 659 
(floor coverings) fe. 1.85 crores, group 684 (Aluminium), 
fe. 1.81 crores, groups 658 (made up articles of textiles), 
fe. 1.79 crores, group 641 (paper and paper boards), fe. 1.23 
crores etc. roughly in that order. The group composition of 
section 6 exported to Iran in 1974-75 is different than Iraq. 
Jute manufactures and cotton fabrics are the two commodities 
which got the first and second rank among the commodities of 
section 6 with their respective values of fe. 12.53 crores and 
fe. 10.94 crores and their shares in India's total export was 
5.84 per cent and 5.10 per cent respectively. The other 
commodities of this section exported to Iran are Iron and steel 
bars (fe.4.21 crores), metal manufactures (fe. 1.48 crores), 
rubber articles (fe. 0.91 crores), leather (fe. 0.50 crores) 
and few others like paper boards, wood lumbers, pearls and 
precious stones etc. From table 3.6 it is seen that the two 
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items namely jute manufactures and cotton fabrics which were 
exported to Iran in a large quantity, were not exported to Iraq 
at all in 1974-75. However, Iron and Steel bars which were 
exported to Iraq were exported to Iran in a smaller quantity. 
In 1981-82 the composition of commodities was different 
from 1974-75 both in terms of export value of various 
commodities as well as the number of exported commodities. 
This is the year in which maximum commodities of section 6 were 
exported to Iraq and Iran. In that year the export of section 
6 to Iraq was worth Rs. 24.04 crores and to Iran was worth 
fe. 49.18 crores. In that year, the value and the quantity of 
exported commodities to Iran was far more than that of Iraq. 
During 1981-82, group 691 (Finished structural ports and 
structure) was on the top priority in the export basket of 
India to Iraq. It was exported worth 1^. 5.26 crores to Iraq 
and fe. 5.25 crores to Iran, but its share in India's total 
exports to Iraq and Iran was 6.23 per cent and 4.19 per cent 
respectively. However, in the case of Iran, the first 
priority in 1981-82 was given to group 611 (leather) which was 
exported to Iran worth fe. 10.07 crores and constituted 8.04 per 
cent of India's total exports to Iran. During that year 
export of leather to Iraq was nil. 
The other commodities which were exported to Iraq 
during 1981-82 are tubes, pipe-fittings of Iron and Steel 
(fe.4.06 crores); vencors plywoods (fe.1.99 crores); 
manufactures of basemetals (fe. 1.82 crores); nails, riverts, 
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screws, nuts, bolts etc. (fe. 1.52 crores), made articles of 
textile material (fe. 1.28 crores); articles of rubber (i&.0.92 
crores); railway tracks (Rs. 0.54 crores) etc., roughly in the 
same order of preference. Besides these, there are several 
other commodities of section 6 which were exported to Iraq. By 
analysing these commodity groups which were exported to Iraq in 
that year, it is observed that most of these commodities are 
related with India's project exports and project execution in 
Iraq. Since India was having a large number of projects in 
Iraq during those years, it was exporting a large number of 
related goods there. This situation is not found in case of 
Iran, where the exported items include leather (fe. 10.07 
crores); textile fabrics (fe. 5.28 crores); finished 
structural parts (1^ . 5.25 crores), fabrics woven of manmade 
fibers (fe. 4.73 crores); tubes, pipes and fittings of iron and 
steel (1^ . 4.56 crores) nails, screw and nuts (fe. 2.55 crores) 
glass and glasswares (Rs. 2.26 crores), made up articles of 
textile materials (fe. 2.18 crores) cotton fabrics (fe. 2.15 
crores), special textile fabrics (fe. 2.13 crores); tools used 
by hands or in machines (fe. 1.43 crores) and many other 
commodities with their values varying between fe. 1.39 crores 
(textile yarn and thread) to fe. 0.01 crores (floor coverings). 
It is seen that Iranian markets have absorbed a large number 
of Indian good ranging from leather, textiles fabrics, cotton 
fabrics to finished and semi-finished mechanical goods. 
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The position of Section 6 in 1986-87 is rather alarming, 
In that year the exports of section 6 to Iraq and Iran declined 
considerably and its total export to Iraq was worth fe. 0.84 
crores and to Iran, fe. 3.51 crores only. Since 1986-87 is the 
years in which the Iraq-Iran war was on its peak, and 
consequently the total non-military imports of these countries 
had declined considerably and due to that India's exports to 
Iraq and Iran also declined significantly. In that year only 
few commodities like manufactures of base metals (Rs. 0.28 
crores), wire products (fe. 0,12 crores), articles of rubber 
(0.05 crores), textile yarn and thread and copper (fe. 0.04 
crores) made up articles of textile materials and nails, 
screws, nuts, bolts etc. (fo. 0.03 crores) etc, were exported 
to Iraq. The number of commodities of section 6 exported to 
Iran is more than that to Iraq in 1986-87. Leather was 
exported to Iran only to the tune of fe. 0.93 crores . in that 
year. Besides this manufactures of base metals (fe. 0.60 
crores); special textile fibers (I^ . 0.51 crores); finished 
structural parts (fe. 0.24 crores), nails and screw (fe. 0.21 
crores); metal manufactures (fe. 0.15 crores), glass and glass-
wares (Rs. 0.12 crores) etc. are the few commodities which were 
exported to Iran in 1986-87. 
From table 3.6, it is evident that a steep decline 
took place in exports of all the commodities of section 6 in 
1986-87, as compared to 1981-82, both in terms of the number of 
exported commodities as well as their volume of exports to Iraq 
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and Iran. This decline was mainly due to the ongoing Iran-Iraq 
war during which the total non-military import of these 
countries declined considerably and since the industrial and 
construction activities in both countries were reduced to 
their minimum level, the import of the commodities of section 
6 were affected greatly because most of these commodities are 
used as intermediate products in construction and industrial 
activities. 
Section 7 : (Machines and Transport Equipments) 
Section 7 has been an important item of exports to Iraq 
and Iran during to entire period between 1972-73 to 1989-90. 
The emergence of non-traditional and engineering goods in 
exports to Iraq and Iran is more apparent from 1974-75 when 
the first oil price hike of 1973 had started to show its impact 
and subsequently the influx of petro dollars in the oil 
exporting Gulf economies had created an import boom of 
traditional and non-traditional goods. In 1974-75, the section 
7's total exports to Iraq was fe. 9.50 crores, and Iran, 
fe. 13.98 crores. Although it is a small amount in absolute 
terms, however, these countries have gained a remarkable 
position in India's total exports of section 7. The combined 
share of Iraq and Iran in India's total export of Section 7 in 
1974-75 was 11 per cent, which implies that these economies 
had absorbed a plenty of our engineering goods exports. In 
1974-75, only six groups of commodities belonging to section 7 
were exported to Iraq and only four groups to Iran. In that 
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year the first priority was given to group 725 (paper cutting 
machines) in total export of section 7, to Iraq and was 
exported worth ife. 2.52 crores. The second priority was given" 
to non-electric machines (Rs. 1.81 crores), third, non-electric 
power machines (fe. 1.67 crores); fourth, electrical machines 
([^ . 1.50 crores) fifth, road motor vehicles (Rs. 50 crores) and 
other engineering goods, not mentioned above, were exported to 
Iraq worth 14. 1.21 crores. In the case of Iran, road motor 
vehicles (group 732) were given the first preference and their 
total value of exports was worth 14. 5.06 crores. Non-electric 
power machines were on the second place of export list and 
their value was h. 4.30 crores; Electrical machines were 
exported worth fe. 0.72 crores and other engineering goods which 
have not been mentioned above were exported worth fe. 3.88 
crores to Iran. 
In 1981-82, maximum number of commodities of section 
7 were exported to Iraq and Iran and share of these 
commodities in India's total export to these countries was 
45.32 per cent and 36.72 per cent respectively. Among the 
exported commodities of section 7 to Iraq, the group 785 
(motor cycles, scooters) was exported worth fe. 9.42 crores, 
making a share of 11.2 per cent in India's total exports to 
Iraq. Groups 764 (telecommunication equipments) and 713 
(internal combustion enquires and parts), got respectively 
second and third positions and their share in India's total 
exports to Iraq was 7.55 per cent and 5.59 per cent 
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respectively. Likewise group 742 (pumps for liquids, chain, 
screwed parts) and 778 (electric machinery and apparatus) got 
respectively fourth and fifth positions with their total value 
of exports Rs. 7.29 crores and their respective shares in 
India's total exports to Iraq was 4.8 per cent and 3.9 per 
cent respectively. Besides these, parts and accessories of 
road motor vehicles, heating and cooling equipments, 
electrical appratus for making/breaking electric circuits, 
house hold type electric non-electric equipments etc. were 
also exported to Iraq in 1981-82. 
In the case of Iran, the first priority in the export 
list was given to group 781 (passenger motor cars) which was 
exported to the tune of ^. 12.10 crores. Group 784 (parts and 
accessories of road motor vehicles) were exported worth Rs. 
11.87 crores, making a share of 9.48 per cent in India's total 
exports to Iran in 1981-82. Motor cycles and scooters were 
given the third place and their export value was Rs. 8.60 crores 
and fourth position was gained by group 713 (internal 
combustion engines and parts) which was exported to the tune 
of Rs. 8 crores to Iran. These four commodity groups, mentioned 
above, together were exported to Iran to the value of fe. 40.57 
crores and their combined shares in export of section 7 to 
Iran and India's total exports to Iran were 88.25 per cent and 
32.41 per cent respectively. The other commodities like pumps 
for liquids, heating and cooling equipments, textiles and 
leather machineries and parts, motor vehicles for transport of 
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goods, steam and vapour generating boilers etc. were also 
exported to Iran but in smaller magnitude. 
In 1986-87, the situation was changed due to ongoing 
war between Iraq and Iran and like other commodities the 
export of section 7 also declined. In that year only few items 
like pumps for liquids, chain, screwed parts; parts and 
accessories of road motor vehicles; internal combustion 
engines; and a few other items were exported to Iraq. In 
1986-87 total export of section 7 to Iraq was only fe. 3.41 
crores and its share in India's total exports to Iraq was 18.75 
per cent. During that year pumps for liquids were given the 
first priority in exports and its value was fe. 2.05 crores. 
Parts and accessories of road motor vehicles were exported 
worth fe. 0.42 crores, which is 2.30 per cent of India's total 
exports to Iraq. Internal combustion engines were exported to 
the tune of fe. 0.37 crores while machine tools for working 
metals were to the value of fe. 0.23 crores. The other 
commodities like heating and cooling equipments, motor cycles 
and scooters, electric machines and appratus etc. were 
exported in a lesser magnitude and their combined share in 
India's total exports to Iraq was less than 2 per cent. 
From the above analysis it is observed that the export 
of various commodities of the two sections, namely, section 6 
and 7 to Iraq and Iran are of diverse and miscellaneous nature. 
The commodities which were exported in one year, were either 
not exported at all, or exported in a smaller magnitude. This 
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is noC true for the commodities of section 0, in which two 
commodities namely tea and spices have dominated the exported 
list to both countries during the entire period. Although 
other commodities like coffee, fruits and nuts, rice and meat 
etc. were also exported to Iran but their value was far less 
than the value of tea and spices. It implies that the 
concentration of commodities in section 0 is very high in our 
exports while among the commodities of section 6 and 7, this 
type of concentration of commodities is not seen. India, in 
different years, has tries to diversify the exports of section 
6 and 7 and expanded the base of exports. This is obvious 
from the table 3.6 also, in which we see that the different 
commodities have been exported to Iraq and Iran in different 
years. Although this expansion of export base and diversifi-
cation of commodity composition mainly depends upon import 
demand factors of Iraq and Iran, however, on the supply front 
India also had tried her best to export as many commodities of 
these sections as possible. 
(3.6) Ranks and Composition of Exported 
Commodities in 1989-90 : 
After studying India's exports to Iraq and Iran at a 
disaggregate SITC 3-digit group level in three years, namely 
1974-75, 1981-82, and 1986-87, a further analysis of India's 
exports to these countries is made in the more recent year i.e. 
1989-90. As it has been analysed earlier that India's exports 
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TABLE - 3.7 
RANKING OF COMMODITIES EXPORTED TO IRAQ IN 1989-90 
(ft. crores) 
Rank 
(1) 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
SITC 
SECTION 
(2) 
7 
0 
6 
6 
5 
2 
6 
6 
1 
0 
2 
6 
6 
1 
7 
0 
5 
0 
0 
2 
6 
COMMODITY DESCRIPTION 
(3) 
Engineering goods 
Tea 
Primary & Semifinished iron & 
steel bars 
RBR/GLS/PDR/PNT Products 
Basic chemicals, 
Pharmaceauticals etc. 
Iron ore 
Iron and Steel Bars 
Project goods 
Tobacco manufactures 
Coffee 
Pressed minerals 
Plastic and petroleum 
products 
RMG Cotton, wool, silk, fabri< 
man made cotton handicraft etc 
Shellac 
Electronic goods 
Miscellaneous processed items 
Residual chemicals and 
allied products 
Fruits and Vegetables 
Processed fruits and juice 
Other ores and minerals 
Leather manufactures 
Other commodities 
VALUE 
(4) 
68.32 
9.61 
9.56 
7.00 
5.78 
5.68 
4.07 
3.45 
2.44 
1.94 
1.87 
1.20 
•s. 
:. 0.60 
0.51 
0.22 
0.16 
0.13 
0.04 
0.03 
0.03 
0.004 
3.15 
% OF 
TOTAL 
(5) 
54.33 
7.64 
7.60 
5.57 
4.60 
4.52 
3.24 
2.74 
1.94 
1.54 
1.49 
0.95 
0.48 
0.41 
0.17 
0.13 
0.10 
0.03 
0.02 
0.02 
0.003 
2.50 
T O T A L 125.76 
Source : DGCI&S, Calcutta, % share calculated, 
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to Iraq and Iran in 1986-87 was on a very low level and that was 
only because of the ongoing war between the two countries which 
had compelled the respective governments to reduce their non-
military import at a minimum possible level. The war came to 
an end in 1988 when a U.N. sponsored cease-fire was implemented 
between the two countries and hostalities were stopped. Now it 
has to be seen that how the import demand structure of the two 
countries changed after the war and what was its impact on 
India's exports of various commodities to these countries. 
In 1986-87 India's total exports to Iraq was Rs. 18.19 
crores while in 1989-90 this value increased to Rs. 125.75 
crores. This high growth in exports to Iraq was only because 
of diversification of resources from military and defence 
expenditure to non-defence development expenditure. In that 
year the first priority in exports was given to engineering 
goods which constituted 54.33 per cent of India's export to 
Iraq. Tea was exported only for fe. 9.61 crores and primary 
and semi finished Iron and steel bars were exported to the 
tune of 9s. 9.56 crores. The combined share of these two 
products was 15.24 per cent of total exports to Iraq. A 
glance at table 3.7 makes it clear that section 7, 0 and 6 were 
the top ranking commodities in India's exports to Iraq in 
1989-90. These were followed by section 5 (Basic chemicals, 
pharmaceauticals and cosmetics) and section 2 (iron ore). 
They together constituted a share of 9.12 per cent in total 
exports and their combined value was fe. 11.46 crores. Next in 
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TABLE - 3.8 
RANKING OF COMMODITIES EXPORTED TO IRAN IN 1989-90 
(fe. crores) 
RANK 
(1) 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
SITC 
SECTION 
(2) 
0 
7 
0 
6 
2 
.6 
7 
5 
6 
6 
6 
0 
6 
0 
8 
2 
COMMODITY DESCRIPTION 
(3) 
Tea 
Engineering goods 
Oil meals 
Cotton, manft. yarn fabrics, 
jute mfrs, RMG cotton etc. 
Iron ore 
RBR/GLS/PDR/WD/PNT products 
Electronic goods 
Basic chemicals and 
pharmaceutical 
Primary & semifinished Iron 
& steel bars 
Leather manufactures 
Iron & steel bars/ 
alloy products 
Spices 
Plastic & benoleum products 
Fruits and vegetables 
Germs and Jewellary 
Mica 
Other commodites 
T O T A L 
VALUE 
(4) 
58.97 
52.00 
5.39 
4.34 
3.64 
2.15 
1.38 
1.01 
0.75 
0.72 
0.39 
0.23 
0.19 
0.01 
0.01 
0.0% 
1.02 
132.22 
% OF 
TOTAL 
(5) 
44.60 
39.33 
4.08 
3.28 
2.75 
1.63 
1.04 
0.76 
0.57 
0.54 
0.29 
0.17 
0.14 
0.01 
0.01 
0.003 
0.77 
Source : DGCI&S, Calcutta, X Share Calculated, 
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the ranking list are again two items of section 6, namely, 
iron and steel bars (fe. 407 crores), and project goods (fe. 3.45 
crores). The dominance of non-traditional items is apparent 
from table 3.4 where section 5, 6 and 7 together have received 
about 80 per cent of total exports; and the share of section 7 
alone was 54.50 per cent. The traditional items like tea, 
coffee, iron ore, tobacco manufactures, fruits and vegetables 
etc. got a relatively lower profile in Iraqi market and their 
total export in 1989-90 was only fe. 22.31 crores with a 
combined share of 17.74 per cent. During the war period and 
particularly in 1986-87, the share of primary products in total 
exports was as high as 74 per cent of total export, however, 
the situation reversed after the cease-fire and in 1989-90 the 
major share of exports went to non-traditional manufactured 
item which received 82 per cent of total exports to Iraq in 
that year. 
The composition of commodities and their pattern of 
exports was different in the case of Iran where tea has got the 
lion's share in the exports and its rank in the export list was 
highest. From table 3.8, we see that tea was exported worth 
fe. 58.97 crores and bagged 44.6 per cent of total exports to 
Iran. Engineering goods were exported to Iran to the value of 
i&. 52 crores and were ranked second in the export list. The 
export of other commodities, like oil meals (fe. 5.39 crores); 
cotton manufactures, jute manufactures and yarn fabrics etc. 
(fe. 4.34 crores), iron ores (fe. 3.64 crores) etc. to Iran was 
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in smaller magnitude and their share in total export to Iran 
was very small as compared to tea and engineering goods. The 
emergence of electronic and sophisticated goods in export to 
Iran is apparent by the table as its rank, in the export list 
to Iran is 7 while in the case of Iraq its rank is 15 and also 
these were exported to Iran worth fe. -1.38 crores, while the 
value of electronics goods export to Iraq was only 1^. 0.22 
crores. 
(3.7) India's Imports from Iraq and Iran Since 1972 : 
The money value of India's total imports from Iraq and 
Iran during the 1972-90 period, like that of exports, had been 
the subject of much fluctuations, with respect to its value and 
composition. Before the oil price hike of 1973, the import 
list of India from these countries, was dominated by section 0. 
India imported dates and dry fruits from Iraq in bulk and these 
were more than 50 per cent of India's total imports from 
there. Given the drastic increase in the petroleum prices in 
1973, the petroleum products started to maintain a major share 
in India's total imports from Iraq and Iran and many 
agreements were signed by India with these countries for a 
smooth flow of oil in the country from these sources. 
Table 3.9 provides data on the money value of India's 
total imports from Iraq and Iran. It is seen from the table 
that the imports from these countries are concentrated mainly 
in three sections, namely section 0 (food and live animals) 
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section 2 (crude material excluding fuel) and section 3 
(mineral fuels and lubricants). The import of other sections 
is negligible as many commodities have not been imported at 
all. Among all the imported commodities from these countries, 
section 3 (petroleum products) has been the most important 
group and has maintained more than 90 per cent share of total 
imports from Iraq and Iran. 
From table - 3.9, it is seen that section 0 has been an 
important item of imports from Iraq and Iran. Though its 
share in total import from these countries is not very high, 
however in absolute terms, these commodities have been an 
important item of import. In 1972-73 section 0 was imported 
worth Rs.4.18 crores from Iraq, which is 63.3 per cent of 
India's total import from that country. After that in 1974-75 
its share in total imports declined to 1.72 per cent but its 
magnitude remained at fe. 4.33 crores, and in many year it 
increased to a larger extent. From 1979-80 to 1982-83 its 
share in total import was less than 1 per cent, however, its 
volume of import remained in the range of fe. 3 crores to fe.6 
crores. The reason for this declining share is India's huge 
import of crude oil from Iraq which dominated our import 
bill. In 1986-87 its share in total import was 10.59 per cent 
which declined to 3.28 per cent in 1987-88; and 5.24 per cent 
of total imports in 1989-90. In absolute terms, the import of 
section 0 has increased considerably in many years, but we see 
that its relative share in total imports shows a declining 
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trend and the main reason for this decline in the ever 
increasing share of petroleum products from Iraq. 
India's imports of section 0 from Iran has been 
relatively low in comparison to Iraq during the entire period. 
Its import from Iran ranged between fe. 0.93 crores in 1986-87 
to fe.7.53 crores in 1990-91. In 1973-74, its import was worth 
fe.2.44 crores which is 0.91 per cent of India's total imports 
from Iran. It increased to fe. 3.66 crores in 1979-80 but its 
share in total import declined to 0.59 per cent. The same 
situation prevails upto 1986-87. In these years we see that 
volume of import is in range of I^ . 1 crores to fe. 5 crores and 
its share in total import is less than 1 per cent. However, 
one point is evident that in many years the import of section 
0 from Iran had increased considerably but its share in total 
import, at the same time, declined from previous years and 
this decline in its share is only due to the increased import 
of other commodities, particularly oil. From 1987 onwards its 
import from Iran again increased, both in terms of its value as 
well as its share in total imports. However, in these years 
also its import from Iran was far less than that of Iraq in 
terms of its value and share in total imports. 
The main commodities of section 0, which have been 
imported from Iraq and Iran in these years are mainly fresh 
fruits, fesh and dried nuts dates and dry fruits, spices etc. 
India is a big importer of dates from Iraq and most of require-
ments of dates are met by importing from Iraq. Iran exports 
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fresh and dried fruits, spices and other related commodities 
to India. 
The commodities of section 1 (Beverages and tobacco) 
have not been imported from Iraq and Iran during the entire 
period between 1972-90. The fact that the production of these 
items in Iraq and Iran is very low and they do not produce the 
expertable surplus of the commodities of section 1. 
Section 2 (crude materials except fuels) had been an 
important group of commodities, imported from Iraq and Iran 
and its import was far more than the commodities of section 0. 
The main item of section 2 which India imports from Iraq and 
Iran is group 274 (sulpher). This is the most important 
commodity which India imports from these countries in a large 
quantity. India started to import sulpher from Iraq since 
1973-74 when it was imported worth Rs. 1.82 crores and its share 
in total import was 2.97 per cent. In 1974-75 its import 
increased to fe. 7.55 crores, but its share in total imports 
from Iraq increased to only 3 per cent. The main reason for 
such a slow growth in the share is mainly due to the drastic 
increase in the share of petroleum products. The import of 
sulpher from Iraq continued to increase in the coming years and 
reached to its peak level in terms of its value in 1979-80 when 
it was imported worth fe. 22.33 crores, but its share in total 
import in that year was only 2.42 per cent. However, in terms 
of its share in total import, it was highest in 1988-89, when 
it constituted 7.84 per cent of total imports from Iraq and 
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its value in absolute terms was fe. 15.22 crores. After one 
year, 1989-90 the import of sulpher from Iraq increased to 
fe. 18.58 crores but its share declined to 4.03 per cent of 
total imports. The average value of sulpher imported from 
Iraq during 1973-74 to 1990-91 is worth Rj. 8.17 crores. The 
average share of sulpher in total import of India from Iraq 
during this period was 2.21 per cent per annum. 
India's import of sulpher from Iran is relatively more 
than that of Iraq during the whole period under review. It was 
imported from Iran to the tune of fe. 8.62 crores in 1972-73 and 
its share in total import was 7.07 per cent. Its import 
increased to fe. 18.36 crores in 1974-75, but its share in 
total import from Iran in that year declined to 3.88 per cent. 
After that its import started to decline and with some 
variations it continued upto 1983-84 when its import reached to 
its minimum level. In that year it was imported worth 
Rs. 0.52 crores and its share in total import was only 0.07 per 
cent. After 1983-84 the import value of the commodities of 
section 2 from Iran again started to increase and in 1985-86, 
it was imported for fe. 11.79 crores, and its share in total 
imports was 1.33 per cent. In 1989-90, section 2 was imported 
worth Rs. 14.41 crores and its share was 4.39 per cent of 
total imports from Iran. Going through the table 3.9, one 
finds that import of section 2 from Iran had fluctuated over 
time from 1^. 0.52 crores in 1983-84 (lowest) to fe. 31.52 crores 
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in 1990-91 (highest). The average import value of section 2 
from Iran during the period between 1972-73 to 1989-90 was to 
the tune of fe. 9.73 crores per annum, while average share of 
this section in India's total imports from Iran during the same 
period was 2.7 per cent per annum. During the same period 
these values in case of Iraq are fe. 8.17 crores and 2.21 per 
cent respectively. It implies the fact that India has imported 
more commodities of section 2 from Iran than that from Iraq. 
The most important and essential items which India 
imports from Iraq and Iran are crude oil and petroleum 
products. Before 1973, when OPEC had not used its power for 
bringing a boom in oil prices. India's import of petroleum 
products from Iraq was not very high. In 1972-73, India 
imported petroleum products from Iraq for li. 2.23 crores and 
its share in total import was only 33.79 per cent. In 1973, 
there was a boom of oil prices in international market and 
there was many fold increase in oil prices on the one hand and 
on the other there was an increasing demand of petroleum 
products in India because at the same time India was going 
through the massive industrialization of the country. These 
two factors together increased our import bill to a large 
extent. 
In 1973-74 the import of crude oil from Iraq was worth 
fe. 56.67 crores that constituted 92.5 per cent share in 
India's total imports from Iraq. It is seen from the table 3.9 
that after 1973 India's import of petroleum products increased 
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very rapidly and 1974-75 India's import bill of petroleum 
products reached to fe. 238.73 crores, making a share of 95 per 
cent of India's total imports from Iraq. This increase in the 
import of petroleum was basically due to the increased 
petroleum prices. This increasing trend in import of crude 
oil continued till 1977-78 when its import from Iraq was worth 
1^ .292.18 crores. In 1978-79 there was again a three fold 
increase in crude oil prices and in that year our import bill 
reached to fe. 530.06 crores and its share in total import was 
90 per cent. In 1979-80 the import of crude oil from Iraq 
reached to fe. 754.94. 
In 1980 war between Iraq and Iran started and there 
was a severe blow in the oil sector of Iraqi economy. Within 
the first few days of the war, a number of Iraqi refineries 
and loading facilities were put out of action which forced to 
decline its oil exports. Due to the heavy war between the two 
countries, the volume of oil production and export of Iraq 
declined by 24 and 66 per Cent between 1979-80 and 1980-81. 
In all, Iraq's oil production, on average, had declined by 9.7 
3 
per cent per annum between 1979 to 1986. This decline in oil 
production has resulted in massive reduction in oil exports. 
The Iraqi oil export fell by 25 per cent between 1979 and 1980. 
The corresponding figure for 1980-81 period was 72 per cent. 
Mofid, Kamran., The Economic Consequences of the Gulf 
War, Routledge, London, 1990, p. 38-39. 
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In all during 1979 to 1986, oil exports from Iraq had declined 
by 12.7 per cent on average each year, while during 1973-79, 
the corresponding figure was an increase of 10.3 per cent. 
In the light of above discussion, we find from table 
3.9 that India's import of petroleum products from Iraq in 
general do not corresponds to the declining trend of her oil 
production and exports. In 1981-82, there was a decline in 
India's imports from I&. 754.94 crores in 1979-80 to fe. 400.74 
crores in 1981-82; after that it again started to increase and 
in 1982-83 it reached to 1^. 876.45 crores (an increase of 
about 119%). In 1987-88 it was imported for Rs. 584.33 crores 
and declined to fe. 155.23 crores in 1988-89 and then again 
inceased to 1^. 405.91 crores in 1989-90. We see that during 
eighties the import of crude oil from Iraq did not follow any 
set pattern. This trend is mainly due to declining trend of 
Iraq's oil production and exports during the Iran-Iraq war 
period. 
India's import of petroleum products from Iran 
increased at an average rate of 34.46 per cent per annum 
during 1972 to 1980. In the same period Iran's total export of 
petroleum products also flourished. But even when oil prices 
were on their peak level and economy was flourishing, Iran's 
oil exports declined at an average annual rate of 3.1 per cent 
4. ibid., p. 39. 
204 
during 1973 to 1978. During that period India's import of 
petroleum products increased at an average rate of 8.26 per 
cent per annum. It implies the fact that the impact of 
declining trend of Iran's oil exports was not on our imports of 
oil from Iran rather it increased during that period when 
Iran's export of oil was declining. In absolute terms, 
India's import of crude oil from Iran was worth fe. 256.39 
crores in 1973-74 which increased to fe. 493.86 crores in 
1976-77 and fe. 574.34 crores in 1979-80. The average share of 
petroleum products in India's total import from Iran was more 
than 95 per cent during that period. 
In 1979, due to a long turmoil in the country Islamic 
Revolution took place in Iran and just after one year 1980, 
war between Iraq and Iran started which continued upto 1988. 
The volume of oil production and export had been subject to 
much imbalance since the revolution and the start of the war. 
Iran's oil production decreased by 54 per cent and 11 per cent 
between 1979-80 and 1980-81. By 1982 the situation had 
improved considerably and oil production had increased by 82 
per cent. Since 1983, as a result of sustained Iraqi attacks 
on Iran's oil facilities, there was a rapid decline in Iran's 
oil exports. In all during 1979-86 period Iran's oil exports 
had declined by an annual average of 10 per cent, while during 
the 1973-78 period, the corresponding figure was a decline of 
only 3.1 per cent. 
i-
5. Ibid., p. 27 
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In the above context we find that India's import of 
petroleum products was not affected as much as Iran's total 
export declined, particularly during 1979-80 and 1980-81. 
During 1979-80 and 1980-81, India's import from Iran increased 
by 91.85 and 124.92 per cent respectively and in 1981-82 it 
declined by only 0.6 per cent. In absolute terms it was worth 
1^. 574.34 crores in 1979-80 which increased to fe. 1291.81 
crores in 1980-81 and marginally declined to 1^. 1283.74 crores 
in 1981-82. After that India's imports from Iran started to 
decline and it was only fe. 133.62 crores in 1986-87. However, 
during 1979-86 period (including 1980-81, when import from Iran 
increased by 124.92 per cent) the average declining rate of 
India's imports from Iran was 4.02 per cent annually, while 
during the same period Iran's average annual decline in her oil 
exports was 10 per cent per annum. During eighties India's 
import from Iran declined by an annual average of 4.58 per 
cent. All this rapid declining rate in India's imports of 
petroleum products from Iran was only duetoheavy war pressure 
on Iran due to which Iran was not able to sustain her oil 
exports to the outer world. During 1989-90 and 1990-91, 
India's import of crude oil from Iran increased by 228.54 and 
171.85 per cent respectively. 
Shares of Iraq and Iran in India's total import of 
petroleum products is also very high. In 1975-76, India 
imported more than 55 per cent of her total crude oil import 
from these two countries in which share of Iraq and Iran was 
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18.89 and 36.44 per cent respectively. In 1980-81 the shares 
of Iraq and Iran in India's total crude oil imports declined 
considerably due to war between the two countries that led to a 
remarkable decline in the oil exports and due to that share of 
both the countries declined during eighties. In 1980-81 
India's total import of crude oil and petroleum products was to 
the tune of I^. 5263 crores in that share of Iraq and Iran was 
12.84 and 24.55 per cent respectively. We see that even in the 
war period also India tried her best to lift the crude oil 
from Iraq and Iran and during that period also share of these 
countries in India's total crude oil import was commendable. 
In 1986-87 India's import of petroleum products from Iraq and 
Iran declined by 79.57 per cent and 84.61 per cent 
respectively, bvit during that year also share of the two 
countries in India's petroleum imports was 8.06 per cent. This 
share further declined to 5.68 per cent, but in 1989-90 it 
increased to 11.2 per cent of India's total crude oil imports 
in which share of Iraq and Iran was 5.94 per cent and 5.26 per 
cent respectively. So we can say that India imports a major 
part of her crude oil requirements from Iraq and Iran which 
continued even in those years when the production and export of 
crude oil in these countries had declined considerably. After 
the war, India's import of crude oil from Iraq and Iran 
again started to increase, but due to UN sanctions on Iraq 
which were imposed in August 1990, the import from Iraq has 
been totally stopped. During 1990-91 India imported a huge 
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amount of crude oil from Iran and agreements were signed 
between India and Iran for an smooth oil trade between the two 
countries. When sanctions will be lifted from Iraq, it is 
expected that India will again start to import crude oil from 
Iraq on a larger scale. 
From table 3.9, it is evident that the import of other 
sections like 1,4,5,6,7,8 and 9 from Iraq and Iran is either 
very low of zero. As we see from the table that section 1 
(beverage and tobacco) and section 4 (Animal and vegetable oil 
and fat) have not been imported at all from both Iraq and Iran. 
India imported a small amount of section 5 (chemical) from Iraq 
only in six years during the entire period between 1972-90 and 
that also in a very small amount. The import of chemicals from 
Iran is relatively more than Iraq and its import is visible in 
almost all the years. The import of other section like 
6,7,8 and 9 from Iraq and Iran is negligible, both in terms of 
their absolute value as well as their shares in India's total 
imports from these countries and these commodities do not 
make any considerable impact on India's imports from Iraq and 
Iran. 
From the above discussion it is clear that three 
commodity sections, namely section 0, 2 and 3 are the main 
commodity groups among the imported commodities from Iraq and 
Iran and these three section continue to be the most important 
imported commodities from Iraq and Iran. Out of these, 
section 3 (mineral fuels, lubricants etc.) has been the most 
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important item of import from Iraq and Iran and has 
constituted more than 95 per cent of total value of India from 
both countries and its import during the entire period had 
augmented. The combined shares of section 1 and section 2 is 
less than 5 per cent In almost all the years. 
From the above discussions and analysis, we come to a 
conclusion that the commodity composition of India's exports 
to Iraq and Iran has concentrated only in three sections, 
namely, section 0, 6 and 7 and these three sections, absorbed 
more than 90 per cent of India's total exports to Iran during 
the entire period. In the case of Iraq, section 8 also has 
made a considerable share in India's exports. Section 0, 
alone had constitted more than 25 per cent share in total 
export and during eighties, its share in total export was more 
than 50 per cent and in some years it was even more than 70 per 
cent. The export value of sections 1,2,3,4 and 5 is not very 
high and they have not made any considerable share in India's 
total exports to Iraq and Iran. From 1972 to 1983, the share 
of section 6 in total export was more than 20 per cent per 
year, but during eighties when war was on its peak, its exports 
declined considerably, like wise section 7 also had maintained 
a remarkable share in India's exports to Iraq and Iran and in 
some years it was as high as 45 per cent of total exports to 
these countries. Section 8 and 9 are not important from their 
export point of view. Indeed India had improved her foreign 
trade during the last two decades and her exports toward 
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West Asian Countries has augmented considerably during these 
years. 
Since India had concentrated herself only to three 
main commodity groups namely £ood and live animals, basic 
manufactures and machines and transport equipments, it should 
try her best to diversify the export base and reduce the share 
of agricultural products, and the share of manufactured 
products and capital goods should be increased in the export 
composition of India towards middle Eastern region. This area 
is still an ever expanding market and India on the basis of 
her age old friendly relations with the countries of the region 
can improve her export performance a lot in the region, 
provided it diversifies her export base and improves her 
products which can compete the inernational standards. 
Although during the last decade India improved her position 
and had increased the share of capital goods in total exports 
towards these countries, but the mere fact is that it still 
lacks behind the NIC, Europeans and Japanese exporters. 
Given the inherent constraints, India's export 
performance in Iraq and Iran during the last two decades or so 
has been commendable. A number of market surveys have 
suggested that India's export performance has fattered mainly 
on account of keen competition, unethical trade practices, 
improper packing and presentation, and a lack of market 
promotion. As a logical conclusion it has been suggested that 
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if these adverse factors had been some how or other controlled, 
India's exports to Iraq and Iran would have been far better. 
It is, therefore, important in this light to frame policies and 
take concrete measures so as to overcome these difficulties 
and promote our interest on a reasonably sound basis. 
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INDIA'S LOANS AND GRANTS FROM IRAQ AND IRAN SINCE 1972 
(4.1) Trade Vs. Aid : 
The foreign trade and Investment sector In a developing 
country is determined by the -cost at which the domestic 
resources can be substituted for foreign Inputs during the 
process of development. The trade has traditionally been 
regarded as the main engine of growth within the interdepen-
dency of the Global Economy, it has amply been demonstrated 
that the growth and development of nations are critically 
linked with the expansion in the world trade and its equitable 
distribution of gains among the trading nations. However, 
during the last few decades the gap between the rich and poor 
countries has grown in both absolute and relative terms due to 
worldwide recessionary as well as protectionist tendencies 
leading to demand squeez on the one hand and intensified 
competition on the other. 
In the course of next few years the gap between rich 
and poor countries may widen and its consequences are likely 
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fo be immense, and the stability of the world order depends 
crucially on the way in which this problem of ever widening 
gap between nations is handled by the international community. 
The general realisation of the seriousness of the problem was 
recognised by the Report of the Commission on International 
development, which undertook a comprehensive analysis of 
trade, aid and investment policies. The commission 
recommended that the foreign assistance was an important 
factor influencing the growth of LDCs, and the developed 
nations substantially should increase the volume of assistance 
to the poor countries. However the recommendations of the 
commission were seriously criticised by a number of economists 
on the ground that even if a precisely high growth rate was 
achieved though the aid and assistance of developed countries, 
it will not reduce the gap between rich and poor countries, 
but it should be related to better nutrition, health standard 
and education level etc. 
The primary objective of aid allocation policy must be 
the reduction of the ever widening international gap. The 
best type of aid is the aid which benefits the needy and at 
the same time makes them more capable and more effective in 
improving their own situation. The best way for doing this is 
to channel aid into employment creation which, consequently. 
1. Singer, H.W. & Ansari, J.A., Rich and Poor Countries 
George Allen & Unwin Ltd., London, 1977, p.139. 
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creates a permanent basis for continuing development and 
additional employment. 
Quantitatively, aid is still very much behind the 
trade. In recent years the official assistance has been far 
behind the foreign exchange earned through merchandise exports 
by developing countries. The availability of foreign 
resources can of course be increased by export expansion as 
well as by additional transfer in the form of aid. A number 
of economists have given serious arguments to support a 
preference of trade over aid or vice-versa. The variety and 
complexity of arguments for and against trade on aid have made 
it clear that any generalisation for these, is at best very 
doubtful, or rather impossible. Considerable differences are 
found in the attitude of different countries towards aid 
programmes and aid concessions and obviously, the two cannot 
be substituted for each other. Trade and aid both are 
necessary for rational development of LDCs and innumerable 
concrete circumstances determine Che proper weight of each 
other, at different points of time. There can be no clear-
cut generalisation about the -absolute merits of aid and trade. 
Conditions under which aid and trade are conducted will 
determine the preference for each other. 
2. Ibid., p. 144. 
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(4.2) Grants and Aid of the Gulf Countries : 
It has been mentioned in the previous chapters that the 
financial position of the Gulf oil producing and exporting 
countries following the 1973-74 oil price hike considerably 
affected not only existing flows of trade but also those of aid 
and investments. It changed the quantum and direction of 
financial flows to a great extent. The concentration of 
financial wealth with these countries (namely, Kuwait, Iraq, 
Iran, Saudi Arabia etc.) became apparent in their mounting 
foreign exchange reserves. In spite of huge development 
expenditures undertaken by these countries, they were still 
left with huge unspent surpluses. In the short run the only 
attractive and convenient alternative before them was to 
invest these surpluses in the financial assets provided by the 
American and European financial institutions. That helped in 
the recyclirtg of the world financial wealth back to the 
international financial market and as a result the purchasing 
power did not shrink, though it had got a jerk initially. 
Another way, though relatively small in size but big in 
significance, in which the Gulf countries tried to utilise 
their financial wealth was to extend their aid to other 
developing countries and in particular the poor in the Arab 
3 
world. 
3. Narula, S. Gulf Economies in Indian Perspective. 
New Delhi, 1988, p. 88 
215 
In the post 1973-74 period, a generous growth in the 
aid flows from the Gulf countries is apparent from the 
statistics available. In the contemporary situation in which 
the rich countries of the West were shirking from their moral 
responsibility of providing monetary assistance to the poor 
countries of the South, this new source proved to be of 
substantial help. The Official Development Assistance (ODA) 
from the countries belonging to the Organisation for Economic 
Cooperation and Development (OECD), fell as a percentage of 
their GNP. According to World Development Report, this aid 
flow declined from 0.48 per cent in 1965 to 0.35 per cent in 
1985, and further to 0.33 per cent in 1989, of their total 
GNP. Major share of the fall has come in the case of U.S.A 
where it has dwindled from 0.58 per cent in 1965 to 0.15 per 
cent In 1989. For UK, the fall during the same period was from 
0.47 per cent to 0.31 per cent. Thus this source of fund 
was gradually becoming more and more difficult to tap. In 
such an adverse foreign aid environment, the emergence of the 
oil exporting countries as aid-givers was the most welcome 
phenomenon, especially when their oil prices had also become 
very high and had causes strain on the balance of payments of 
developing countries. 
The aid outflow of Gulf Contries was quite high 
immediately after the oil price hike. This went on rising till 
1980, when it reached to its peak level of $ 9081 million. 
World Development Report 1991, p. 241 
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TABLE - 4.1 
TOTAL AID FLOW OF GULF COUNTRIES 
(Million US$) 
Year Iran Iraq Kuwait Qatar Saudi 
Arabia 
UAE Total 
1976 
1980 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
751 
(1.16) 
-72 
(-0.08:1 
-193 
(-0.15J 
10 
(0.01) 
52 
(0.03) 
-72 
(-0.04 
69 
(0.04) 
-10 
(-0.01 
39 
(0.02) 
123 
(0.76) 
864 
(2.36) 
52 
(0.13) 
-10 
(-0.02 
-22 
(-0.05 
-32 
(-0.07 
-21 
(-0.05 
-37 
(-0.08 
-28 
(-0.05 
-37 
706 
(4.82) 
1140 
(3.52) 
1161 
(4.34) 
997 
(3.83) 
1020 
(3.95) 
771 
(3.17) 
715 
(2.91) 
316 
(1.23) 
108 
(0.41) 
169 
(0.54) 
180 
(7.35) 
277 
(4.16) 
139 
(2.13) 
20 
(0.40) 
10 
(0.18) 
8 
(0.15) 
18 
(0.47) 
0 
(0.00) 
4 
(0.03) 
2791 
(5.95) 
5682 
(4.87) 
3854 
(2.50) 
3259 
(2.69) 
3194 
(3.20) 
2630 
(2.98) 
3517 
(4.67) 
2888 
(3.88) 
2098 
(2.70) 
1171 
(1.46) 
1028 
(8.95) 
1118 
(4.06) 
406 
(2.22) 
351 
(1.26) 
88 
(0.32) 
122 
(0.45) 
87 
(0.41) 
15 
(0.07) 
-17 
(-0.07) 
25 
(0.10) 
5579 
(4.83) 
9009 
(3.15) 
5419 
(1.86) 
4627 
(1.36) 
4343 
(1.27) 
3427 
(1.11) 
4385 
(1.4) 
3172 
(0.85) 
2204 
(0.5) 
1329 
Figures in brackets represent the percentage 
of GNP 
Source World Development Report - 1991, p.241. 
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and 3.15 per cent of their total GNP. The Iran-Iraq war did 
not immediately dampen the aid flows, though later on, as 
these two countries reduced their shares, the aggregate aid 
dwindled in size. As evident from table 4.1 since 1981, the 
rising trend in the aid giving has taken a down ward turn. 
In 1985, the total aid flow of the Gulf countries declined to 
$ 3427 million and further to $ 1329 million in 1989, which is 
only 15.31 per cent of 1980 level. The drastic fall in the 
Gulf aid during eighties was mainly due to Iran-Iraq War, 
coupled with weakening oil prices. Kuwait and Saudi Arabia 
are the two main countries which have granted generous aid to 
other developing countries. In 1980, the share of these two 
countries in total Gulf aid was 75.72 per cent, in which Saudi 
Arabia alone contributed 63.07 per cent. However in the 
coming year the share of all the countries declined 
considerably. In 1985, the share of Saudi Arabia and Kuwait 
in the total Gulf aid was 76.75 per cent and 22.50 per cent 
respectively and in 1989 these figures were 88 per cent and 12 
per cent respectively. Iran and Iraq on average have 
contributed one per cent or less of their GNP toward overseas 
aid. However, during eighties their aid flow was negative. 
Their domestic development requirements being larger than 
others and war getting prolonged, caused their aid ratio to be 
5. Ibid., p. 241. 
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rather small and instead of aid donors, they became 
accepters. 
One important feature of the Gulf aid has been its 
directionality. Till 1980, a major share of their aid was 
towards the Arab developing countries. Non-Arab developing 
countries received a minor share in it. This bias became 
apparently weak gradually after 1980. Arab developing 
countries's share in total Gulf aid was nearly 60 per cent in 
1977 which fell to 56 per cent in 1980 and to 35 per cent in 
1983. So a diversification in the aid direction is an 
important positive feature of the Gulf countries. 
One of the weakest spots in India's economic relation-
ship with the Gulf Countries has been their aid and investment 
in India. Looked from the angle of Gulf countries overall aid 
and investments, India's share is miserably low. India being 
a non-Arab state has not received that priority as other Arab 
States got. This is also despite the fact that Indian 
government has been woo.ing their assistance at various levels. 
Visits by Indian Prime Ministers to this region, talks at 
ministerial and joint commission level did help in breaking the 
ice. But still the total amount is very low. India has also 
made many concessions for attracting overseas investments. 
It is hoped that the Gulf countries will find the investment 
climate quite favourable to them due to recent economic 
reforms and liberalisation of the economy and they will get 
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encouragement to raise their aid and investments to India in 
coming years. 
(4.3) Iraq's Grants and Loans to India : 
One of the weakest spots in India's economic relations 
with Iraq had been its loans and grants to India. India's 
share in Iraq's total aid was miserably low. One reason for 
this low aid was the smaller size of Iraq's total aid flow. 
Iraq's total aid to other countries was a merely 1 per cent or 
less, of its GNP, while in the case of other Gulf countries, 
like Kuwait and Saudi Arabia, it was more than 5 per cent of 
GNP. This was because Iraq's domestic developments 
requirements being larger than other Gulf countries and 
secondly the continued war with Iran caused its aid ratio to 
be rather small. The other reason for this low aid from Iraq 
may be as India being a non-Arab state has not received that 
priority as other Arab States got. 
The smallness of the size of loan and aid is also 
reflected from the table 4.2. During the whole period between 
1972-90 only in few years, Iraq extended some loan to India. 
In 1973-74, India received 1^. 88 crores from Iraq which is 7.8 
per cent of India's total receipt of loan in that year. Again, 
two other loans of fe. 26.04 crores and fe. 27.74 crores were 
granted to India by Iraq in 1975-76 and 1976-77 respectively 
and their respective shares in India's total loans was 1.47 per 
cent and 4.21 per cent. In late seventies, the volume of total 
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TABLE - 4.2 
TOTAL LOANS RECEIVED FROM IRAQ (1972-1990) 
REPAYABLE IN FOREIGN CURRENCIES 
(fe. crores) 
Year 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
Authorisation 
Amount of 7o of India's 
Loan Total 
88.00 7.8 
. . 
26.04 1.47 
27.74 4.27 
3.28 0.23 
3.35 0.21 
1.33 0.14 
83.00 2.61 
Utilisat 
Amount of 
Loan 
. . 
63.13 
26.04 
27.75 
3.28 
3.35 
1.33 
1.00 
ion 
7o of India 
Total 
. , 
7.04 
2.22 
2.77 
0.41 
0.46 
0.13 
0.08 
s 
Source Reserve Bank of India, Report on Curency and 
Finance, Vol. II. Various Issues, and Economic 
Survey,~ Govt, of India, Ministry of Finance, 
various issues. 
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loans from Iraq was rather small and its share was far less 
than 1 per cent of India's total loans during these years. In 
1980-81, again a loan of Rs. 83 crores was granted to India 
from Iraq. It was 2.61 per cent of India's total loan receipt 
in that year and about 64 per cent of India's total loans from 
Gulf. After 1980-81, India could not receive any loan from 
Iraq due to increased expenditures caused due to Iran-Iraq war. 
It is very prominent feature of Iraq's loans to India 
that its position was quite impressive in the overall scenario 
of Gulf countries' total loans to India. It implies that 
Iraq's loan to non-Arab developing countries was higher than 
that of other Gulf countries. The Arab-bias in extending the 
loans was smaller in case of Iraq when compared with other 
Gulf countries. The other countries of the region were far 
behind than Iraq in extending loans to India. 
From tabel 4.2 we see that utilisation of total loans 
authorised for India is quite impressive. However in 1973-74, 
not a single penny of total authorised loans from Iraq was 
utilised and in the next years I^. 63.13 crores of total loans 
was utilised which is equivalent to 71.74 per cent of total 
authorised loans from Iraq and 7.04 per cent of India's total 
utilised loans. This figure is quite impressive in the 
context of the utilisation of total loans from Gulf region 
which ranged between 25 per cent to 35 per cent and most of 
the authorised aid was going waste, and as a result the real 
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value of the aid was very low. But in the case of Iraq, it is 
evident from the table that most of authorised loan was 
utilised properly. Between 1975-76 to 1979-80 the total 
authorised loans were utilised annually and the authorisation/ 
utilisation ratio was 100 per cent. Only in the year 1980-81, 
a very small amount of total authorised loan was used. In that 
year out of fe. 83 crores authorised loan from Iraq only Rs.l 
crore was utilised which is only 1.21 per cent of total 
authorised loans and 0.08 per cent of India's total 
utilisation of loans in the year. So we see that in general 
overall authorisation/utilisation ratio is quite impressive in 
the case of Iraq than other Gulf countries. 
(4.4) Iran's Grants and Loans to India : 
From table 4.3, we see that only in three years, namely 
1975-76, 1976-77 and 1977-78, Iran extended some loans to 
India. In 1975-76 the amount of loans granted by Iran to 
India was worth fe. 785.60 crores, that constituted 44.38 per 
cent of India's total loan receipts in that year. This is the 
highest amount of loan which India received from any of the 
Gulf countries. Actually this loan from Iran was granted for 
the development of Kudremukh Iron Ore Project for which Iran 
had agreed, in principle, to buy the bulk of Iron and steel 
produced from Kudremukh mines and for that particular project 
this loan was granted by Iran. Although, this agreement could 
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TABLE - 4.3 
TOTAL LOANS RECEIVED FROM IRAN (1972-1990) 
REPAYABLE IN FOREIGN CURRENCIES 
(Crores of fe.) 
Year 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
Author 
Amount of 
Loans 
785.60 
53.11 
93.50 
• • 
• • 
isation 
7o of India's 
Total 
44.38 
8.06 
6.45 
• • 
• • 
Utilisation 
Amount % of India's 
of Loan Total 
294.35 
146.86 
144.64 
65.24 
17.00 
25.13 
14.66 
17.86 
8.97 
1.38 
Source Reserve Bank of India (RBI), Report on 
Currency and Finance, Vol. II, Various Issues 
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not materialised due to internal turmoil in Iranian politics 
in late seventies, which resulted the change of government and 
the new government of Iran cancelled all the agreements signed 
by the deposed King of Iran previously. However, the two 
governments have agreed recently to materialise that agreement 
again and for that propose the discussion between the two 
governments are going onto settle the matter smoothly. In 
the next two years of 1976-77 and 1977-78, relatively small 
amounts of loans were extended from Iran, towards India. In 
1976-77, a total of fe. 53.11 crores was received which is 
8.06 per cent of its total loans in that year, while in 
1977-78, this amount was increased to fe. 93.50 crores but its 
share in India's, total loan receipt declined to 6.45 per cent. 
As far as utilisation of these loans is concerned, it 
is seen from table 4.3 that in the same year when the loan was 
authorised, a considerable part had been utilised. In 1975-76, 
a total of fe. 294.35 crores were utilised which is 37.47 per 
cent of total authorised loans. This amount is equivalent to 
25.13 per cent of India's total utilised loans. In the coming 
years, a sizeable amount of those authorised loans were 
utilised. In 1976-77, the value of utilised loans was worth 
fe. 146.86 crores which is equivalent to 276.52 per cent of 
Iran's total loans extended towards India in that year. This 
is very high amount of utilisation of loan which indicates that 
all the authorised loan of that year as well as a considerable 
amount of previous years loans were utilised. During that year 
6. Economic Intelligence Service, Bombay, op. cit., p.53. 
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the share of utilised loans from Iran was 14.66 per cent of 
India's total loans utilised. Likewise in 1977-78 and 1978-79, 
a total of Rk.144.64 crores and fe. 65.24 crores were utilised 
respectively. It is seen that in 1978-79, India could not 
receive any loan from Iran, but in that year also a fairly 
large amount of previous eloans were utilised, that constituted 
about 9 per cent of India's total utilised loans in that year. 
Likewise, in 1980-81 also, India utilised I^. 17 crores of her 
previously authorised loans from Iran. Since 1978-79, it is 
clear from the table that Iran did not extend any loan to 
India. The basic reason for this sudden break in Iran's loans 
was her internal politics and turmoil which started in late 
seventies. In 1979, the Shah of Iran exiled from the country 
and a revolution was brought which disturbed all foreign 
relations of the country. In 1980 the war between Iraq and 
Iran started which continued upto 1988. During that period, 
all the surplus amounts of oil revenues were used to meet the 
war expenditures in both the countries and all the grants and 
aids of the two countries had to be stopped. Due to increased 
expenditures within the economy coupled with a decline in oil 
revenues, Iran and Iraq both stopped extending their loans and 
grants to other developing countries. 
By going through tables 4.2 and 4.3 one finds that 
amount of loan, both in terms of authorisation as well as 
utilisation, extended by Iran towards India is much more than 
that of Iraq. In terms of Iran's shares in India's total loan 
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receipts also, it is seen that Iran's share in India's total 
loan receipt and her authorisation/utilisation ratio was much 
higher than those of Iraq. In 1975-76, share of Iraq in 
India's total authorised loans was only 1.A7 per cent while in 
the same year the share of Iran was 44.38 per cent. Likewise, 
in the case of utilisation of these loans, Ira- 's share in 
India's total utilised loans in the same year was only 2.22 
per cent while share of Iran was 25.13 per cent. It is 
evident that this type of situation prevailed in almost all the 
years where the share of Iran in India's total loans was much 
higher than that of Iraq in terms of authorisation as well as 
utilisation of these loans. So we can say that India had 
received a fairly large amount of loans from Iran while Iraq 
extended relatively smaller amount of loans to India during the 
period under investigation. 
(4.5) Purpose Wise Distribution of Loans : 
A very important aspect of India's total loan receipt 
from Iraq and Iran is its distribution in various sectors. 
Their loans and grants to India has come in the form of 
investment in various projects as well. Many important areas 
were covered by these investments and the quantitative 
importance of some of these projects is undoubtedly very high. 
India has received a sizeable number of loans from Iraq and 
Iran in the form of oil and petroleum products and for that 
7. Jha, A.N., op. cit. , pp. 132 and 168. 
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purpose a number of agreements were signed between India and 
these two countries. In 1973 India signed an agreement with 
Iraq through which Iraq agreed to supply India 39 million tones 
of crude oil over a ten year period, and that covered about 50 
per cent crude requirements for the Mathura refinery. In 
the same year the amount was significantly increased to 172 
million tones, thus taking care of about a quarter of India's 
total crude requirements. In addition, Iraq gave India a 
$ 50 million credit in the form of crude oil for meeting in 
part the foreign exchange requirements in setting up the 
Mathura Refinery. Likewise, Iran also signed many agreements 
for the supply of crude oil to Indian oil corporation. It 
agreed to supply a major share of crude requirements of 
Madras refinery. However, India's most important project loan 
which it signed with Iran during the reign of Shah of Iran in 
1975 is the Kudremukh Iron Ore Project and it had been a cause 
of major dispute between the two countries. This contract had 
envisaged supply of 150 million tones of iron ore concentrated 
over a period of 20 years at the rate of 7.5 million tonnes a 
year. Iran neither lifted the agreed quantity of iron ore nor 
did it provide the credit of $ 630 million as contracted 
o 
earlier. The main reason for this dispute was the revolution 
in Iranian politics which resulted in the form of a new Islamic 
8. Economic Intelligence Service, Bombay, op. cit. , p.53. 
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governments in Iran and the new government cancelled all the 
agreements signed by the previous government. However, 
recently some negotiations were held between the two 
governments to settle the dispute, but no details of the 
dispute or the settlements were mentioned. 
Tables .4.4 and 4.5 provide a detailed view of various 
loans agreements for the purpose of developing various 
projects from Iraq and Iran. By going through table 4.4 one 
finds that Iraq had extended some loans to India during 
seventies for development of oil industry of India. Iraq did 
not provide any loan to any other sector, while in case of 
Iran, it is seen that it extended a sizeable amount of loan 
for the development of other sectors also. From table 4.4 we 
see that Iraq gave oil credit to Indian oil corporation worth 
1^ .28.4 crores, under an agreement which was signed between the 
two countries on September 4, 1975. In 1975-76, Iraq extended 
oil credit to India worth 1^. 26.04 crores and the whole amount 
was utilised in the same year. In 1976-77, Indian Oil 
Corporation did not receive any loan from Iraq, but two other 
oil credits were extended from Iraq to India. From 1977-78 
to 1979-80 Indian Oil Corporation received oil credits worth 
Rs. 0.94 crores, fe. 0.67 crores and fe. 0.75 crores respectively 
and the whole were utilised during the same year for which 
they were authorised. After 1980, Iraq did not authorise any 
loan to India due to the war in which the transportation of oil 
was very difficult. 
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Another agreement, between the two countries, was 
signed in two phases, first on March 28, 1974 and the second 
phase of the same agreement was signed on March 31, 1977. 
According to these agreements Iraq provided oil credit worth 
Rs. 8.8 crores to India between 1974-75 to 1980-81. In 1974-75, 
India utilised worth ii. 63.13 crores under the same agreement. 
In other years the authorisation/utilisation ratio was 100 per 
cent. The third agreement for providing oil credit to India 
from Iraq was signed on May 6, 1976 according to which Iraq 
authorised oil credit to India worth fe. 108.41 crores out of 
which the credits worth &. 26 crores were utilised properly and 
Rs. 82.42 crores which were authorised for 1980-81 were not 
utilised at all. After 1980-81, India could not receive any 
kind of credit from Iraq due to Iraq's internal problems and 
war with Iran. 
It is seen that authorisation/utilisation ratio in the 
case of Iraq is higher. Except in 1974-75, when the creidt 
was not authorised at all but a large amount worth fe. 63.13 
crores were utilised under the same head. Likewise in 
1980-81, a credit of worth fe. 82.42 crores was authorised 
from Iraq but that also could not be utilised properly. 
Except these two years, all the credits from Iraq were utilised 
during the same period for which they were authorised. 
However, despite a very high degree of authorisation/utilisa-
tion ratio of Iraqi credits, a remarkable amount of 
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authorised Loans could not be utilised properly. According to 
a Reserve Bank of India (RBI) report, undisbursed Iraqi aids 
and loans as at the end of March 1988 were to the tune of 
1^ .135 crores and that increased to fe. 205 crores at the end of 
March 1991. This is a very high amount of undisbursed aid 
from Iraq and the Indian government must take urgent steps to 
make proper arrangements for the optimum utilisation of these 
loans. 
In the case of Iran, it is evident from table 4.5, Iran 
has extended a very high amount of loan for a number of 
projects including the Kudremukh Iron Project, an aluminium 
project, Iron and steel projects and the credit of oil and 
petroleum products for the development of Indian oil sector and 
for the development of Madras refineries. For the development 
of these projects, the credits were received only during 
seventies and particularly during the reign of Shah. Since 
1980, Iran was engaged in the war with Iraq during which the 
expenditure within the economy were so high that it was not 
possible to extend any type of loan to any other country. 
After the cease-fire also, which took place in 1988, the 
Iranian government was not in a position to provide loans to 
other countries, since they are engaged in the reconstruction 
of their war ravaged economy. 
9. Report on Currency and Finance 1991-92, vol. II, 
" ~ ink of ''^ Reserve Bank India (RBI) 
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for this project neither any extra amount was utilised by the 
Indian government. It is seen that out of a total authori-
sation of fe. 472.50 crores for Kudremukh project only fe.191.38 
crores were utilised which is only 40.5 per cent of total 
authorised loan for that project. 
In the form of oil and petroleum products, Iran 
extended three credits, two for Indian oil Corporation and one 
for Madras refineries Ltd. On May 24, 1975, Iran signed an 
agreement with India for the supply of oil to Indian Oil 
corporation and Madras refineries Ltd. An important feature of 
these credits is that the whole amount was utilised in the 
same year for which it was authorised. In 1975-76 Indian Oil 
Corporation received oil credit worth Rs. 71.67 crpores and the 
whole amount was utilised properly in the same year. Then 
after a long gap, the corporation again received a small 
credit from Iran worth &. 5.95 crores in 1979-80 and fe.9.94 
crores in 1980-81. These two credits were also utilised in 
the same period. After that Indian Oil Corporation did not get 
any kind of loan from Iran due to Iran's domestic problems. 
Likewise, under the same agreement, Madras Refineries Ltd. 
received an oil credit worth fe. 53.93 crores for its 
development, in 1975-76 and the whole amount of credit was 
utilised in the same year. After that, it received two small 
loans of fe. 6.63 crores in 1979-80 and fe. 7.53 crores in 
1980-81 and these two were also utilised during the same year. 
Another loan agreement, which was signed between .the . two 
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Iran signed an agreement with India on November 8, 
1975, for the development of an Iron and Steel project for 
which it authorised a loan of fe. 187.50 crores. out of this 
amount &. 93.75 crores were utilised in 1975-76 and the 
remaining 50 per cent of total credit was utilised in 1976-77. 
It implies that the whole amount of authorised loans were 
properly utilised within two years of the agreement. The most 
important project which was signed between the two countries 
on November 4, 1975, was the Kudremukh Iron Ore Project and for 
which Iran agreed to allocate $630 million and the contract 
had envisaged the supply of 150 million tonnes of Iron Ore to 
Iran over a 20 year period. But neither Iran lifted the 
agreed quantity not it provided the total amount of credit and 
the basic reason for this failure in the agreement was the 
revolutionary changes in the Iranian politics which resulted 
in the form of a new Islamic government and that government 
cancelled all the projects signed by Shah's government. 
However, for this Kudremukh Iron Ore Project, Iran authorised 
fe. 472.50 crores in 1975-76, and out of that only Rs.75.00 
crores were utilised in that year which is only 15.87 per 
cent of total authorised loan for this particular project. 
After that in 1977-78 only Rb.51.14 crores were utilised and 
it comprised only 10.82 per cent of total authorised loans. 
Next year in 1978-79, again fe. 65.24 crores were utilised from 
the same loan and it is also only 13.81 per cent of total 
authorised loans. After that Iran did not authorise any loan 
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countries on October 10, 1976 was again received by Indian Oil 
Corporation and was delivered in two phases, first instalment 
of fe. 53.11 crores was authorised in 1976-77 and the whole 
amount was utilised properly during the same year. In the next 
year it again received an amount of Rs. 7.53 crores in the form 
of oil credit under the same agreement and it also was utilised 
during the same period. It is seen from the table 4.4 that 
the authorisation/utilisation ratio in the case of oil and 
petroleum products is maximum. Whatever amount was authorised 
for a particular project, was utilised during the same year 
for which it was authorised. It is only the Kudremukh Iron 
Project in which the authorised amounts were not utilised 
properly and also only a small fraction of the total loan 
agreement was authorised. From that authorised loan, only a 
small part was utilised in the development of the project. 
According to a Reserve Bank of India report, undisbursed 
Iranian aids and loans as at the end of March 1980 was worth 
fe. 281.12 crores, which increased to fe. 483.08 crores in March 
1987 and further to fe. 736 crores at the end of March 1991.•'•^  
From the on-going analysis, we see that in the purpose 
wise distribution of various loan agreements extended from 
Iraq and Iran to India, the .position of Iran is far better 
than Iraq. Iraq extended some loans to India only in the form 
of oil and petroleum products and that also in relatively 
10. ibid. 
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small amounts. Although the distribution of these oil credits 
was authorised for various years and they were utilised 
properly within the given time period but these amounts were 
far less than that of Iran. In the case of Iran we see that a 
large amount was credited to India for development of projects 
other than oil sector. Though the Kudremukh project could not 
be completed successfully due to Iran's own internal problem, 
but the fact is that Iran has granted more credits to India 
than Iraq for different sectors. The whole amount of these 
loan was not utilised properly because of various reasons, and 
that is why the amount of undisbursed loans and aid at the end 
of March 1991 was much more in the case of Iran than that of 
Iraq. 
Since both the countries are suffering from the war 
damages and both are engaged in the reconstruction of their 
shattered economies and because of that they are not in a 
position to grant any type of loan to India. But since a major 
part of their credits granted to India was in the form of oil 
and petroleum products, there still exists a bright scope for 
India to negotiate for oil credit, particularly from Iran, 
because due to UN embargo, at this particular time Iraq is not 
able to export his oil to the international market. Recently 
an agreement has been signed between India and Iran for the 
settlement of Kudremukh project and Iran has showed her 
willingness to lift the iron ore from the Kudremukh mines. 
CHAPTER - V 
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CHAPTER - V 
INDIA'S JOINT VENTURES AND PROJECT EXPORTS 
IN IRAQ AND IRAN 
(5.1) Indian Policy Framework for Joint Ventures : 
Joint Ventures have been recognised all over the world 
as one of the positive ways of fostering and promoting economic 
cooperation as a part of the global strategy of • development. 
Economic Cooperation through joint ventures can help to achieve 
greater specialization and diversification of production 
structure. By making efficient allocation and utilisation of 
available factors of production. 
Broadly speaking, in a joint production enterprise or 
joint venture of developing countries, two or more parties from 
two or more countries provide on mutually beneficial terms, 
risk, capital, technical know-how plant and machinery, 
managerial expertise, goodwill, natural resources and access 
to national market for operating a production unit in the 
industrial, agricultural, or any other specified sector of the 
economy. The entire process is based on the principle of 
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sharing production complementarities to mutual benefits which 
has not only to be in accordance with the national economic 
policy perspective of the participating countries but should 
also be approved by the appropriate public authorities of the 
respective host. 
It is widely acknowledged that India, having achieved 
comparatively a higher degree of industrialization and 
sophistication in its industrial production as well as having 
achieved significant level of development in the matter of 
large, medium and small scale manufacturing sectors, in 
general , has been soundly placed to provide and share some of 
its technological and industrial achievements with the other 
developing countries. This is being done in a number of ways 
and one of the important modes being joint ventures. 
The adoption of joint ventures as a means of economic 
cooperation among developing countries by India dates back to 
1958 when Birla Brothers Initiated the setting up of a textile 
mill in Ethopia. And after 1964 the government of India has 
adopted a positive policy of encouraging the setting up of 
joint ventures abroad. 
India, with a wide industrial base spawning consi-
derable technical skills and resources and technology suited to 
the needs of the developing countries, has amply demonstrated 
its capability in establishing and operating industrial 
ventures in South East Asia, South-Asia, West-Asia and Africa. 
India's joint ventures are in operation even in the 
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industrialized countries of Europe, the U.S. and Australia. 
As on 31 December 1986, out of total 218 operational projects, 
182 were in developing countries and out of that 79 were in 
South East Asia, 31 in South Asia, 24 in West Asia, 44 in 
Africa. During the same period India's total joint ventures in 
1 
Europe, USA and Australia were 36 in number. 
Indian policy framework for setting up joint ventures 
in other countries took a concrete form with the official 
announcement of guidelines for Indian investments aborad in 
January 1970, though Indian enterpreneures had started looking 
for opportunities of financial and technological participation 
overseas since the mid 1950s. The broad contours of India's 
policy regarding joint ventures were clear as early as 1964 -
the year an industrialists goodwill mission visited some 
developing countries and recommended active participation in 
setting up this mode of production cooperation. A major 
premise of the guidelines was based on the fact that India was 
a capital importing country and hence could ill-afford invest-
ment through cash remittances for joint ventures overseas. 
(5.2) India's Joint Ventures and Project Exports to Iraq: 
The foreign exchange affluence of the petroleum exports 
specifically since the first oil crisis of 1973 provided a 
For details, see Indian Joint Ventures Abroad and 
Project Exports, Federation oi Indian Chamber of 
Commerce and Industry (FICCI), New Delhi, 1986. 
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strong basis for expanding fruitful cooperation between India 
and Iraq. India has trade relations with most of the West 
Asian Countries, and they have been willing to get cooperation 
in both engineering industries and petro-chemical industry and 
oil exploration. In many branches of engineering industries, 
India has acquired expertise and therefore the network of 
skills and know-how has been built and consultancy services 
have also come up recnetly. This region offers bright 
prospects for promoting joint ventures in many areas including 
manufacturing of machine tools, diesel engines, electric 
motors, Iron and steel, cement, paper industries, electronic 
goods and communication equipments, There is a wide scope for 
India in the construction sector of these countries and India 
is very successful in the construction industry of these 
countries. 
A salient feature of India's exports to Iraq during 
the post 1973-74 era has been a significant growth of 
engineering exports. With the rise in construction activities 
and establishment of new industries and services in the 
country, the demand for engineering goods like iron and steel 
products, various metal manufactures and machineries grew 
immediately. India being a major industrial power in the 
region and in a position to supply technology to Iraq, gained a 
breakthrough in this field. This was the reason for an 
impressive growth in India's export of engineering goods to 
Iraq during the period. 
241 
An important aspect of engineering exports was that 
these were associated with the growth of project exports and 
joint ventures to Iraq. These became an important channel 
through which India's engineering exports to Iraq grew 
phenomentally. In that respect India signed a number of 
cooperative agreements with Iraq since 1972 and the award of a 
number of prestegious projects, contracts, construction and 
consultancy works to various Indian firms speak of India's 
success in its quest for new vistas of technical cooperation. 
Many Indian companies including Indian Railway 
Construction Corporation (IRCON), Rail India Technical and 
Economic Service (RITES), National Building Construction 
Corporation, International Airport Authority of India, Bharat 
Heavy Electr'icals Limited (BHEL), and Larsen and Toubro 
Limited, have undertaken a number of construction and other 
related contracts and have won admiration from Iraqi 
authorities for high quality of project execution . Some of 
the important contracts awarded to Indian companies are, 
construction of grain silos, roads and bridges, various 
sewarage projects, extension of Baghdad Colour T.V. Station 
etc. In 1981, out of total 97 projects, about 27 were with 
public sector companies and nearly all major and large value 
FICCI Delegation to Iraq (June 14-18, 1989), Staff 
Paper, Federation of Indian Chamber of Commerce 
and Industry, (FICCI), New Delhi, p.14. 
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contracts with private sector companies especially housing, 
3 
water supply and sewerage. 
During the four year period between 1976-77 to 1980-81, 
total projects export to Iraq from India amounted to fe. 1361.11 
crores. Out of these civil construction projects were the 
biggest category with their value of fe. 1345.70 crores (98.87 
per cent of total). Turnkey projects followed with their value 
of fe. 12.15 crores (0.90 per cent). Service and consultancy 
exports were smallest having the value of fe. 3.26 crores (0.24 
per cent). During the period, share of Iraq in India's total 
projects export to Gulf was highest. It was66.1 per cent of 
India's total project exports to Gulf countries during 1976-77 
to 1980-81. Share of Iraq in India's total export of civil 
construction projects, turnkey projects and service and 
consultancy to the Gulf countries, was 74.8 per cent, 5.6 per 
cent and 7.2 per cent respectively. It implies a very 
prominent position of Iraq in India's total project export to 
Gulf countries and this position is strongest in export of 
civil construction projects, which was about 75 per cent of 
India's total exports of civil construction projects to Gulf 
region between 1976-77 to 1980-81. 
3. Jha, A.N., India's Economic Diplomacy in the Gulf, New 
Delhi, 1988, p. 135. 
4. Workshop on Indian Joint Ventures Abroad and Project 
Exports, Report/FICCI, New Delhi, 1982. Data 
for Iraq compiled and percentages round off. 
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About $ 200 million worth of Iraqi contracts were 
secured by Indian companies in 1978 only. Engineering Project 
India Ltd., (EPI) alone bagged contracts worth fe.43 crores from 
State Organisation of Technical Industries of Baghdad for a 
turnkey project. Another Indian firm, Continental 
Construction Ltd. was awarded fe. 27.5 crores Nassirya 
Sewerage Project which was the 4th Project awarded to India in 
the same year. Other contracts won by India in 1978-79 were a 
fe. 8.7 crores contract for building a bridge across Diyala 
River in North-Eastern Iraq, a bridge across Khider in 
Southern Iraq, a fe. 47 crores contract for building silos in 
North Iraq by EPI. India also secured contracts to construct a 
327 kms. road valued at fe. 10 crores and yet another firm was 
awarded a civil work contract for the treatment plant of Amara 
Sewerage and Drainage Project. 
In 1980, India bagged huge orders from Iraq totalling 
fe. 405 crores for the implementation of housing and sewerage 
projects in the country. With the addition of these new 
projects Indian firms, both from public and private sector had 
secured projects export orders to the tune of Rs. 1,000 crores 
in that year. The Rail India Technical and Economic Services 
Limited (RITES) had also secured a third contract in Iraq 
providing design and general engineering support services for 
two years. RITES had earlier secure an assignment from the 
5. Jha, A.N., op. cit. , p. 35. 
244 
Iraqi Ministry of Transport for providing general engineering 
and resident engineering services for a four year period for 
the Baghdad-Al-Qaim-Akashat railway project. India bagged a 
third major contract in Iraq in 1980 with the award of a 
letter of intent to a consortium led by Punjab Chemi-Plants 
for design and construction of 2269 pre-feb houses at four 
locations at Maqal, Umm-Qasr, Khor-Al-Zubair, and Fao valued 
at fe. 120 crores granted by the State Organisation for Iraqi 
Ports at Basrah. Later, this project was jointly bagged by 
Punjab Chemi-Plants Ltd. and Hindustan Steel Works 
Construction Ltd., with an increased amount of 1^. 155 crores. 
In the same year, Engineering Construction Corporation 
(ECC) was awarded a large construction contract by Iraqi 
Ministry of housing and construction. Under the contract, EEC 
was to construct a sports stadium with a seating capacity of 
25000 at Mayssan, 170 kms. North of Basrah in Iraq. This 
contract was worth fe. 17 crores and was to be completed in 821 
days. 
In 1981, an Indian company. Continental Construction 
Private Limited, secured a construction contract from Iraq, 
6. Economic Trends, Vol. IX, No.II, 1 June 1980, p. 23. 
7. Economic Trends, Vol. IX, No.13, 1 July 1980, p. 26. 
8. Economic Trends, Vol. IX, No.16, 16 August, 1980, p.66 
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valued at &. 450 crores. The total value of the contract 
signed with its consortium partner, "The State Contracting 
Company for Water and Sewerage Project, Iraq", was the value of 
fe. 960 crores. The design, soil investigation, and 
coordination of the work execution by all the agencies, was to 
be carried out by the Indian Company. The work was to be 
completed within five years. The inflow of foreign exchange as 
the result of the above contract was estimated around Rs.ZOO 
9 
crores. 
In the same year, another Indian firm bagged contract 
from Iraq worth !^ .80 crores, for constructing three major 
projects in Iraq. The projects were scheduled to be completed 
within 24 months, were : The Ramadi Water Supply Project, the 
Talla'far Water Supplies Scheme, and the base Sewage Project. 
From that contract India earned foreign exchange worth fe. 40 
crores through remittances. Export of building material was 
also a net earning. 
The Engineering Construction Corporation Limited 
(ECCL) was awarded a contract worth fe.40 crores for the 
construction of a Police Headquarter Building, Baghdad. The 
contract on a turnkey basis was to be completed in Zh years 
(30 months).11 
9. Economic Trends, Vol. X, No.2, 16 January 1981, p.51 
10. Economic Trends, Vol. X, No.13, 1 July 1981, p.43. 
11. Economic Trends, Vol. X, No.16, 16 August, 1981, p.40. 
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A prestigious Railway contract of $ 276 million was won 
by India in 1981 against an stiff international competition. 
This showed India as a country with a well developed railway 
system. This contract also included the construction of nearly 
12 85 bridges including a major one on the Eupharates river. 
In 1981, Iraq gave contracts worth $ 20 billion, out of 
which India got contracts worth only $ 1 billion, (5 per cent 
of Iraq's total contracts). Service and technical consultancy 
is a new field in which Indian expertise has been in demand. 
During 1976-77 to 1980-81, India secured total service and 
consultancy projects worth fe. 60.41 crores out of which Gulf 
countries share was 74.4 per cent. Within the Gulf region, 
share of Iraq was 7.2 per cent. In 1981, there were 97 Indian 
civil construction projects in Iraq. 14 projects were in 
water and sewage and their value was worth $ 889.9 million. 
Bridge project were 22 in number and their total value was 
worth $ 203.2 million. 30 housing and building projects were 
there and their total value was $ 888.5 million. Irrigation 
and land reclamation projects were seven in number and their 
total value was worth $ 114.2 million. One project of $ 245.0 
million was of Railway Construction and 23 other projects 
including pipelines laying projects, worth $ 564.0 million 
were there in Iraq in 1981. The total value of all these 97 
projects was $ 2904.8 million on which 53 Indian companies were 
working with 37,000 workers. •'•"^  
12. Jha, A.N., Op. clt., p. 135. 
13. Narula, Subhash, Op. cit., p. 128-29. 
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In 1984, the ninth session of 'Indo-Iraq Joint 
Commission' was held in Baghdad in which it was decided to 
explore the possibilities of exporting Indian buses, trucks, 
tractor components, engineering goods and agricultural imple-
ments to Iraq. Reviewing on the ongoing projects being 
executed in Iraq, the host country expressed satisfaction over 
the progress of the Indian projects and the quality of the work 
done by Indian contractors. During the meeting the Indian side 
expressed its interest in taking over the total management of 
14 
cement plants, luxury hotels and thermal power stations. 
In 1985, an Indian company, Som Dutt Builders Private 
Ltd., was awarded two big construction projects worth fe.l60 
crores in Iraq. The Iraqi government awarded the contract to 
the company for augementing water supply of Mousal and Hilla 
towns. It was estimated that the company would engage more 
than 1400 Indian workers including engineers and technicians 
and it was also estimated that about fe.3 crores India would 
1 5 
earn from that project in the form of remittances. 
By 1986, Indian companies executed contracts in Iraq 
worth over fe. 5000 crores. Many public, sector undertakings 
like Rail India Technical and Economic Services (RITES), 
Engineering Project India (EPI), National Project Construction 
Corporation (NPCC), Indian Railway Construction Company 
14. Economic Trends, Vol. XIII, No.11, 1 June, 1984, p.31. 
15. Economic Trends, Vol. XIV, No.18, 16 September, 1985, 
pT 73^ ^ 
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(IRCON), Telecommunications Consultants India Limited (TCIL) 
etc. were involved in most of the such projects in Iraq. Many 
of the such projects were won in open competition from firms 
belonging to evendeveloped countries. The Uttar Pradesh State 
Bridge Construction Corporation is among the public Sector 
Companies with fairly successful record in Iraq. Hindustan 
Machine Tools (HMT), and Bharat Heavy Electricals Limited 
(BHEL) have set up many projects in Iraq. India has set up a 
machine tool unit there apart from helping in many new areas 
including tractor manufacture and electronics. Many contracts 
for services like management, supervision, training and 
consultancy have been undertaken by Indian Companies in Iraq. 
The Iran-Iraq war seriously affected the Iraqi economy 
resulting in sharp decline in its export earnings. It led to a 
massive cut back in the imports. However, the increasing 
success of Indian companies could be judged from the fact that 
despite the war, the contract value of Indian projects, civil, 
mechanical, and electrical was worth $ 2.68 billion in 1983 as 
1 fi 
compared to $ 1.85 billion in 1980. However, during 
eighties, due to continued war and also due to declining oil 
revenues of the oil exporting countries, the share of Iraq in 
India's total project exports had gradually declined in India's 
total project exports to Gulf. In 1980, India's civil 
construction projects in Gulf were worth fe.l206 crores and out 
16. Jha, A.N., op. cit. , p. 139. 
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of that the project only in Iraq were worth Rs. 1043 crores. It 
means, in 1980, Iraq was having about 86 per cent of India's 
total civil construction projects in Gulf . After 1980, 
India's project exports started to decline in the Gulf due to 
declining oil revenues and Iran-Iraq War. In 1983, India's 
total civil construction projects in Gulf were worth fe.l48 
crores only and out of that the value of civil construction 
projects in Iraq was only worth fe. 48 crores, which is only 32 
17 
per cent of India's civil construction projects in Gulf. 
The Iran-Iraq came to an end in 1988 and it was 
0 
expected that a boom of reconstructions of the war shattered 
economy of Iraq will be undertaken on priority and India 
expected a large share in Iraq's basic infrastructure 
development and construction activities. But in August 1990, 
Iraq invaded her neighbouring country Kuwait alleging the later 
destablising the Iraqi economy by flooding the oil in the 
market and consequently bringing the oil prices at a very low 
level. After that UN imposed sanctions against Iraq, and in 
January 1991 American led forces started war against Iraq to 
evacuate Kuwait. During this war the allied forces bombared 
the civilian areas of the city and destroyed to a considerable 
extent the basic infra structure of Iraq including roads, 
bridges, communications, power etc. The Iraq evacuated Kuwait 
17. Annual Reports of Ministry of Commerce (Government of 
India), 1972-84, and FICCI Report on Indo-Arab 
Joint Business Council, New Delhi, 1978-86. 
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and war came to an end, but sanctions are still in force, and 
only supply of medicines and food items are allowed in Iraq. 
Although during this period of trade embargo, Iraq has 
stablised his economy and basic facilities have been restored. 
It is expected that in the near future when the embargo will be 
lifted, the reconstruction process will again start in Iraq at 
a significant pace and because of India's close relations with 
Iraq, India may get a considerable number of contracts for the 
reconstruction of the Iraqi economy. During the war India's 
attitude was neutral but India being a friendly country of Iraq 
had opposed the imposition of sanction and solving the crisis 
by war. This role of India may benefit her during the 
reconstruction of the economy. 
(5.3) India's Joint Ventures and Project Exports to Iran : 
One of the weakest spots in India's economic relations 
with Iran is her joint ventures and project exports to Iran 
during the post 1973-74 era. Although a significant growth in 
the import of engineering goods and joint ventures took place 
in Iran during this period, but unfortunately India could not 
exploit the market due to Iran's unfriendly attitude towards 
India. Whereas India's relations with Iraq were registering a 
steady improvement, they continued to remain at a low static 
position vis-a-vis Iran. The incidence which disappointed 
India, was Iranian response of Indo-Pak war of 1965. To the 
Utter disappointment of India, Iran gave Pakistan more moral 
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and material help than any other Muslim country In the 
world, and Iran blamed India for the outbreak of war and 
alleged India as aggressor. This development, coupled with 
Iran's pro-west attitude brought India's relations with Iran on 
its lowest ebb. 
As far as joint ventures and project exports are 
concerned these were smallest in the case of Iran as compared 
to other countries of the region. A large number of India's 
joint ventures in the region are in UAE, Saudi Arabia, Iraq, 
Kuwait and Bahrain. 
Out of 65 joint ventures which commenced production 
between 1960 and 1965, only one unit went into production in 
Iran. Instead of joint ventures, India had a number of 
consultancy and project exports during seventies. Under 
Colombo plan India extended facilities to two trainees from 
Iran to study the cooperative marketing courses in India at 
various Indian cooperative training institutions during 1974. 
In the same year India provided 32 training places to Iran and 
spent a total of $ 51000 for this purpose. India provided two 
training places during 1975 and one during 1976, to Iran under 
Colombo plan agreement. However, India's total expenditure 
for various aid programmes to Iran under Colombo Plan from 1950 
to 1976 was worth fe. 1137 thousands. "'"^  During 1975-76 Iran 
18. Foreign Affairs Report, (ICWA. New Delhi), June 1973, 
p. 118. 
19. Colombo Plan Consultative Committee Report - 1978, 
p. 343. 
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recruited 1200 medical personnel from India. Under Indian 
Technical and Economic corporation Programme (ITEC) India 
received two trainees from Iran in 1974. Under the same 
programme the number of Indian experts working in Iran during 
1973 and 1974 was four.^^ Upto 31 December 1975, India had 
only 21 joint venture in Iran under production and her total 
21 investment in that venture was worth fe. 4850 thousands. 
During 1975, India had three projects in Iran to the value of 
Rs. 103 lakhs. One project was related to pressure vessels for 
fertilizer refinery project and its value was fe. 80 lakhs. The 
other project which India had in Iran was related to the 
preliminary feasibility cum-cost study of new railway line in 
Iran for a total length of 340 km. and its value was to the 
tune of h. 23 lakhs. During 1974-75 India allotted 21 seats 
for engineering courses and 6 seats for medical course in 
22 
various Indian Universities for Iranian students. 
In 1975, India signed an agreement with Iran for the 
development of Kudremukh iron ore mines for which Iran had 
agreed to allocate a significant amount of $630 million and in 
return agreed to by 150 million tonnes of iron ore from India 
20. Vohra, Dewan C , India's Aid Diplomacy in the Third 
World, op. cit., p. 149. 
21. Ministry of External Affairs (MEA) Annual Report 
1975-76, pp. 206-207. 
22. Ibid., 
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over a 20 year period, and for that purpose Iran released the 
first instalment of the agreed amount. But due to internal 
policies and subsequently the change of government in Iran did 
not allow to materialise this agreement fully. However, 
recently an agreement has been signed for the settlement of the 
dispute between the two countries and Iran has agreed to buy 
23 the iron ore from India. 
During the visit of Shah of Iran to India, a number of 
agreements and protocols were signed for bilateral economic 
cooperation between the two countries. Iran offered a 
generous aid for the speedy completion of the second phase of 
Rajsthan canal project, and also offered a huge Iranian 
investment programme for India. In 1978, an Indo-Iranian joint 
venture was launched in Iran for the production and export of 
automotive shock absorbers. Besides financial participation to 
the extent of 25 per cent of equity, the Indian firm agreed to 
provide technology also. The project was expected to be fully 
commissioned by 1982 and its production capacity of shock 
obsorbers was 1.5 million per annum. But due to the internal 
problems of Iran the project could not be initiated. 
During 1978, a turmoil, against the policies of Shah, 
started in Iran and it became so strong that the Shah of Iran 
had to leave the country and a revolutionary government was 
established in Iran in 1979 under the leadership of Ayatollah 
23. Economic Intelligence Service, op. cit. , p. 53. 
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Khomeini. The New Islamic government cancelled all the 
agreements and protocols signed by the previous government for 
the bilateral economic cooperation and joint ventures between 
the two countries. The new government started the reshuffling 
of the whole economic system of the country and adopted very 
strong anti-U.S. and anti-West attitude. The process of 
reformation of the economy and Islamization of the country was 
going on and the government had fixed a firm grip on the 
administrative set up of the country when a full fledge war 
between Iran and Iraq started in 1980 and this futile and 
useless war continued eight long years and came to an end only 
in 1988. During the warperiod the resources of the country 
were diverted to meet the war expenditure and the process of 
infra-structural and industrial development was stopped. 
During the war period, few Indian delegations visited Iran but 
their visits could not bring any significant breakthrough in 
the economic relations between India and Iran. 
Between 20th and 25th September 1980 an industrial 
mission of Association of Indian Engineering Industry (AIEI) 
visited Iran with the support and cooperation of government of 
India. The mission had general discussion with various 
ministers and deputy ministers and officials of various 
industries and chamber of Commerce and signed agreements for 
24 the development of bilateral trade and economic cooperation. 
24. Industrial Mission to Iran, September 20-25, 1980, 
Association of Indian Engineering Industry,(AIEI) 
New Delhi. 
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It is seen that a number of agreements between Iran 
were signed for various consultancy and training programme but 
there was not a single agreement of joint ventures or project 
exports of significance. Although, high level delegation from 
Iran and India visited the countries of each other but they 
could not come to an agreement for setting up joint ventures 
and exporting big construction or housing projects. However, 
a few agreements or small joint ventures were signed between 
the two countries but they also could not materialize due to 
Iran's internal political problems. Most of agreements during 
1980 were related to the promotion of trade between the two 
countries or export or import of specific commodities, and 
obviously it was due to the war with Iraq which did not allow 
the transfer of resources in other sectors. However in 1986, 
India signed few agreements with Iran according to which India 
agreed to help Iran in setting up small scale industries and 
undertaking road and railway construction and various 
25 
employment oriented rural development programmes. 
In 1988, the war between Iran and Iraq came to an end 
and it was expected that like Iraq, Iran will also start the 
reconstruction of the economy at a rapid rate and India 
expected to achieve construction projects in Iran. But these 
hopes also proved futile and Iran did not give any significant 
construction project to any Indian company. A few Indian 
25. Economic Trends, vol. XV, No.3, February 1,1986,p. 28. 
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Companies like Engineers India Lte (EIL), received some 
consultancy Projects in Iran. Recently EIL has signed a I^. 
12.15 crores ($4.5 million) contract to provide management 
consultancy for the fertilizer project at the Korasan 
Petrochemical Complex in Iran. 
The Iranian Deputy Minister of Mines and Metals, 
addressing a meeting of the International Association for 
Energy Economics proposed that a natural gas pipeline from 
Iran through Pakistan to India could be built at a cost of 
11.75 billion dollars. He also estimated Pakistan's share of 
the gas at 4.3 billion dollars and India's at 4.2 billion 
27 dollars. This programme has yet to be finalised. 
There exists a wide scope for joint ventures and 
projects exports from India to Iran. The President of Iran 
Mr. Ali Akbar Hashmi Rafsanjani has said in an statement that 
improved relations between Iran and India would help maintain 
stability and benefit all the countries of the region. He 
also welcomed the expansion of mutual cooperation between the 
two countries in various fields particularly railways, energy 
28 
and economy. India can play a key role in the reconstruction 
26. The Business and Political Observer, February 4, 1992. 
27. Economic and Commercial Report for the month of January 
and February 1990^ Embassy of India, Tehran 3rd 
April 1990. 
28. The Times of India, 10 July, 1992. 
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of Iran in all sectors including infrastructure, power, rail-
roads, ports, telecommunications etc. and the established 
Indian companies in these fields should organise themselves to 
look at the opportunities in Iran. India could be of 
invaluable assistance in setting up the training facilities 
like institutes of technology and craft oriented institutions. 
The planners of both the countries should revive this links and 
India and Iran can strengthen their bilateral cooperation in 
various sectors of the economy. 
(5.4) Limitations of India's Project Exports 
to Iraq and Iran : 
In order to improve the performance of India's 
technology exports to Iraq and Iran, mainly her project 
exports and joint ventures, it is necessary to investigate the 
problems which hamped their progress. Following is the high-
light of some of the main problems pertaining to Indian 
companies. 
1. Bottlenecks and Domestic Shortages : 
Throughout the period there were some serious 
limitations on the promotion of project exports. In India, 
recurring shortages of power, steel, cement, transport, and 
miscellaneous inputs, especially non-ferrous metals, port 
delays, strikes etc. caused not only shortfall in exportable 
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29 
surplus but also avoidable delays in project completion. 
Especially the problems of steel and cement shortages had been 
quite acute. This led to either delays in completion of civil 
construction projects or the Indian companies had to get their 
supplies from other countries, which led to cost escalation and 
thus cut in profitability. It was feared that many of India's 
contracts were likely to be reduced to service contracts 
unless effective steps were undertaken to reduce these 
shortages. No amount of promotional efforts would bring in as 
much success to projects exports as timely execution of 
contracts in hand which was dependent on availability of 
inputs like steel, aluminium, pig iron, finance, transport and 
30 power. 
2. Financial Limitations : 
Less availability of finance played a crucial limiting 
role in India's project exports. India's financial 
institutions like Exim Bank, Industrial Development Bank of 
India etc. used to take a long time to decide on the issue and 
many chances to bid for projects were given up by such 
defaults. Lack of financial facilities thus caused 
construction exports to lag behind. The Indian Banks had 
29. Strategy for Engineering Exports, Calcutta 1979, 
p. 14-17. 
30. Ibid.,p. 29. 
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offered finance on ongoing project in Iraq, but it is done in 
long hesitation. Meanwhile no builder has so far been able to 
get the cash assistance of 70 per cent offered against project 
exports. This is because of the difficult conditions attached 
31 to the scheme. 
Despite various steps taken by the government for 
providing packing and post-shipment credits at concessional 
rates, providing various guarantees etc. there was a 
persistent feeling among exporters that export were not a 
priority sector in the eyes of Commercial Banks. Reserve Bank 
of India can give a real boost to project export by opening 
credit windows. Setting up an offshore banking facility could 
mitigate some of the financial problems. If India could draw 
financial loans from Iraq, it was most welcome. But due to 
Iraq's deteriorating economy it was also impossible. 
3. Inexperience : 
Inexperience in handling large scale construction 
projects based on modern technology also caused lots of 
problems for Indian project exports. 
In Iraq, The Engineering Projects India (EPI) slashed 
its bid for the Council of Ministers building to 32.85 crores 
of rupees ($32.8 million) following approval the approval from 
Industrial Development Bank of India for a 53.24 crores of 
31. Economic Times, (New Delhi) October 7, 1983. 
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rupees ($53.2 million). Thus a loss of $11 million resulted. 
The 1982 Non-Aligned Summit was to be held in Baghdad with 
which EPI was keen to associate its name and this keenness led 
to such a loss. Testifying to the Parliamentary Committee, EPI 
Chairman accepted that, "we did not have much experience of 
handling such a big project". The original contract was for 
$ 230 millions, but cancellation of some works reduced it to 
$163 millions. In addition Indian Government banned export of 
cement, steel and other construction material, facing the 
problem of non-availability, the company was forced to buy from 
abroad at higher prices. Ultimately the project was completed 
32 
with a delay of 32 months. 
4. Lack of Information : 
Lack of information was another reason, why many 
contracts slipped from Indians hands. In the absence of wide-
network of monitoring agencies, the Information sometimes did 
not reach the concerned firms. Indian Embassies and trade 
missions abroad were normally handicapped for want or 
sufficient staff and thus, the normal feed back and necessary 
33 informations were not received. The need for a National 
Trade Information Centre has long been felt, which can 
continually give specific information regarding tenders etc. 
32. Middle East Economic Digest, (MEED), Vol. 27, No.32, 
(12-18 August 1983), p.5. 
33. FICCI - Workshop on India Joint Ventures abroad and 
Project Exports - Report, 1982, p.13. 
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SUMMARY AND CONCLUSIONS 
South-South Cooperation has been a transcendentally 
important matter landrightly the concern of all developing 
countries. Its importance arises both from the need for formu-
lating a viable and constructive strategy for the South in its 
dialogue with the North as well as from the recognition that 
developing countries, through economic and technological coope-
ration can make an effective contribution to the promotion of 
their national and collective self-reliance by making use of 
their resources, capital, skill, technologies and market 
opportunities. 
Economic and technical cooperation among developing 
countries has not been just an exercise on paper, it has been 
extended widely through increasing commercial and trade 
transactions among developing countries and also with the 
emergence of production cooperation through transfer of 
technology by newly industrialised countries. One example of 
such cooperation has been among the developing countries of 
Asia and Africa. 
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In view of the similarity in basic structural features 
in all third world countries, it has been generally assumed 
that there would be no trade with each other, however, the fact 
is that third world countries are quite heterogenous in terms 
of their economic development and therefore, there is wide 
scope to establish commercial contacts with each other in order 
to bring a collective self reliance. 
The principal objective of the present study is to 
analyse in some depth, India's economic relations with Iraq and 
Iran since 1972 in the back drop of the tremendous increase in 
the oil revenues of Iran and Iraq particularly since the first 
oil crisis of 1973-74. A thorough study of the patterns of 
India's trade relations with Iraq and Iran in terms of imports 
and exports of India with the two countries have been made. In 
addition the study has highlighted sectoral areas of each 
country's economy in which trade and other types of economic 
cooperation could be enhanced on rational basis for increasing 
the prospects of promoting bilateral cooperation. Hence the 
thrust of the analysis is to understand the major Issues 
related to bilateral and multilateral economic relations of 
India with Iraq and Iran so as to provide a basis for a more 
comprehensive strategy for fostering economic and commercial 
relations on a reasonably sound basis. The study Is based on 
the analysis of emparlcal data collected mainly from 
Directorate General of Commercial Intelligence and Statistics 
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(DGCIS), IMF and the World Bank, Varied UN agencies, Annual 
Reports of Ministry of Finance and Ministry of Commerce, 
Economic Survey of the Government of India, Reserve Bank of 
India etc. Since the original data from the Iraqi and Iranian 
sources are not readily available, the study is based on the 
secondary sources provided by Indian and foreign agencies in 
some cases. 
During the last two decades, phenomenal changes have 
taken place in the volume and composition of India's total 
trade as well as its patterns of trade with developing 
countries. It is interesting to find that during the same 
period the economic conditions of Iraq and Iran have also 
changed considerably, due to an increase in the oil revenues 
boom which brought them huge foreign exchange. Consequently, 
the oil revenues since 1973 brought a revolution in the 
economic development of Iraq and Iran and resulted in the form 
of a steeply rising import demand of various kinds of goods and 
services including capital goods, sophisticated technology, 
skilled and unskilled manpower, consultancy and managerial 
services etc. In these circumstances, India tried her best to 
exploit the opportunities available in Iraq and Iran for 
exporting its goods, both primary as well as manufactured, and 
setting up joint ventures and participating in construction 
sector of these economies. 
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Oil revenues of Iraq and Iran had tremendously 
increased with exceptionally high growth rates during 
seventies and early eighties. Oil revenues of Iraq increased 
from $1027 million in 1972 to $26296 million 1980. Likewise 
the oil revenues of Iran during the same period increased from 
$3638 million to $13286 million. Since 1980, the Iran-Iraq 
war , deteriorated these economies to a large extent and 
during eighties, the income of these countries declined 
considerably. In 1988 the oil revenues of Iraq and Iran were 
to the tune of $10952 million and $9210 million respectively. 
The impact of these oil revenue trends affected India's 
economic relations with Iraq and Iran considerably. Given the 
inherent economic constraint, India's exports to Iraq and Iran 
during the last two decades or so has been commendable judged 
from the available data. This is contrary to the general 
impression that the Indian exporting community has not 
adequately exploited the enormous market potential, despite 
having the natural advantage of geographical proximity and 
age-old trade links. This impression is the outcome of the 
fact that the Indian share in the growing Iraqi and Iranian 
markets since 1973 has not only been insignificant, but has 
fallen during the last one decade. Although India's exports in 
absolute terms, had increased overtime but the mere fact is 
that her shares in the total imports of Iraq and Iran have 
declined considerably overtime. In 1973-74, Iraq's import 
from India were to the tune of $18 million and next year it 
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increased to $ 56 million. During these two years India's 
share in Iraq's total non-military imports was 2.01 per cent 
and 2.36 per cent respectively. It is evident from the 
analysis of the data that after 1974-75, Iraq's imports from 
India increased in absolute terms, but its share in total 
imports of Iraq started to decline and in 1980-81 it was only 
0.53 per cent of Iraq's total non-military imports which 
further declined to 0.41 per cent in 1981-82, though in that 
years Iraq's imports from India was worth $ 86 million. Since 
1980's is regarded as a war decade for both Iraq and Iran, 
during that period Iraq's total non-military imports declined 
considerably and consequently it affected India's prospects 
for further improving her economic relations with Iraq. In 
1987-88 India received 0.19 per cent share in total imports of 
Iraq and it increased to 0.37 per cent in 1988-89. 
The same situation prevails in the case of Iran where 
we see that in absolute terms, India's exports to Iran 
increased several fold from $ 54 million in 1973-74 to $ 435 
million in 1975-76 and $ 158 million in 1981-82. The share of 
India in total non-military imports of Iran during these years 
was 1.48 per cent, 3.75 per cent and 1.22 per cent 
respectively. Although, India's share in Iran's total imports 
had started to decline during late seventies due to Shah of 
Iran's inclination towards West for its trade relations as 
well as internal problems of Iran which caused a declining 
trend in Iran's total non-military imports. but during 
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seventies also we see that Indian share in Iranian market is 
much more than that in the Iraqi market. An steep decline of 
India's share in Iran is apparent after 1982-83, when Iran's 
total import had started to decline due to a decline in oil 
revenues caused by declining oil prices and secondly due to 
Iran-Iraq war which forced both the economies to cut their 
non-military imports to finance the war expenses. However, 
during eighties also, despite India's cordial relations with 
Iraq, share of India in Iranian market was far ahead than that 
of Iraq. 
It is evident from the analysis of trade statistics 
that India's exports grew quite fast to Iraq and Iran during 
the seventies. This growth if seen in the context of a very 
high growth rate of total imports of these countries proves 
that it was basically their demand which pulled up India's 
exports. Therefore, in the particular phase, which is 
characterised by a boom in the oil revenues of these countries, 
the rise in Indian exports was only due to the rising import 
demand of these countries essentially. In terms of its 
volume, India's exports to Iraq and Iran increased signifi-
cantly, but the mere fact is that the growth in overall imports 
of these countries was much higher than their imports from 
India. In terms of India's total exports also, the growth to 
this region was far less than India's total export growth 
during seventies and eighties. These evidences prove that 
Indian exporting community actually could not exploit the 
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opporCuniCies available there to its full extent, for varied 
reasons. 
A number of market research studies have suggested that 
India's export performance to Iraq and Iran has faltered mainly 
on account of keen competition - internal and from outside -
unethical trade practices, improper packaging and presen-
tation and a lack of market promotion. As a logical 
conclusion, it has been suggested that if these adverse 
factors had been some how controlled, Indian exports to these 
countries would have been far better. It is undoubtedly true 
that India's exports would have performed better if these 
problems had been taken care of through self-discipline. 
However, it would be inappropriate to over-emphasise this point. 
An analysis of the marketing requirements of these countries, 
particularly the structure of imports, which was concentrated 
on engineering goods, consumer durables like automobiles, 
electronic equipments, sophisticated household appliances, 
construction material and machineries and military weapons, and 
inability of Indian economy to supply all these required 
products has revealed that given these inhibiting factors, 
India could have only marginally improved her export 
performance. It appears that the problem of export growth to 
this region is largely the same as those of increasing exports 
per se., i.e. product diversification and adoptation and 
production efficiency. 
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The commodity composition of India's exports to Iraq 
and Iran is concentrated in the category of 'food and live 
animals', including such items as meat and meat preparations, 
rice, spices, fruits and vegetables, fish and fish preparations 
and more specifically tea and coffee. Other important 
categories with year to year variation have been metal 
manufactures, textiles, wood manufactures, pearls, precious 
and semi-precious stones, iron and steel, non-metallic mineral 
manufactures, jute goods etc. India has also exported 
infrequently, items in the category of 'machines and transport 
equipments', like vapour generating boilers, internal 
combustion engines, telecommunication equipments, household 
type electrical goods, parts and accessories of road motors 
and other assorted engineering items. These three commodity 
groups namely food and live animals, basic manufactures and 
machines and transport equipments have constituted more than 90 
per cent of India's total exports to Iraq and Iran during the 
period under review. 
In the aftermath of the oil price rise since 1973, 
Indian food exports to Iraq and Iran more than doubled. This 
was partly because of the sharp increase in the price of sugar 
which India was exporting in a large quantity. India was 
particularly successful in Iranian market, partly because of 
the Indian strategy to concentrate on improving Indo-Iranian 
economic relations. Such a strategy seemed appropriate, as 
Iran accounted for almost a fifth of the region's imports of 
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food during 1970-73 and this share increase to about a third in 
1974-75. As food imports by Iran increased very rapidly, 
India's food exports to Iran increased from less than $10 
million prior to 1973 to about $ 300 million in 1975. The 
political and economic problems of Iran resulted in a severe 
decline in Iran's imports of food in the late seventies and 
early eighties. Also during the same period, India's surplus 
of sugar and cereals vanished, consequently India's food 
exports to Iran declined considerably. However, the increase in 
India's food exports to the other countries of the region 
compensated for the loss in the Iranian market. 
It can be said that while the importance of the Middle 
East markets to India's exports increased significantly after 
1973, India was less able to exploit the opportunities provided 
by the rapidly expanding markets of all the countries of the 
region, than were a number of other developing and newly 
industrialised countries. In the case of Iraq and Iran both, 
the performance of India was far behind the performance of 
Korea, Taiwan, Singapore, Brazil, and many East European cou 
countries, and the main cause of India's relative lack of 
success in these markets, was a part of the general lack of 
competitiveness of these exports. Moreover, India had a larger 
share of the world's agricultural exports to these countries of 
the region than of manufactured exports, and since the former 
are growing much less rapidly, the structure of Indian exports 
is unfavourable to a large increase in her share in the 
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region's imports. Moreover, it is also an established fact 
that the demand side was equally responsible for a decline in 
India's share in total imports of Iraq and Iran. Rise in 
import demand of these economies in the post oil boom era was 
large and sudden which India was not able to cope immediately 
and took time to adjust its export sector. The major share of 
these imports demand was diverted towards rich industrialized 
countries of Europe and America. The desire to get latest and 
best technology available in the world, diverted the attention 
of the importers towards developed countries of the West. The 
type of infra-structure and industrial base, Iraq and Iran 
wanted to develop was such that it could be provided only by 
the industrialized nations. That is why India's share in the 
import of engineering and capital goods of these countries was 
far behind rich nations. 
Oil, of course, has been a major item of import of 
India from the Gulf countries and India imports about 50 per 
cent of her total consumption. Till late seventies Iraq and 
Iran used to be the principal suppliers of oil to India and 
altogether accounted for 12 million barrels of crude supply to 
India. However, by 1982, India could get only 3.67 million 
tonnes of oil from Iran and 3.44 million tonnes from Iraq, 
because of the disruption in supplies resulting from the Iran-
Iraq war, which was respectively 24.13 per cent and 22.62 per 
cent of India's total import from the Gulf area in that year. 
By 1985, India's total oil import from Iran was only 1.5 
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million tonnes and the same amount of oil it imported from 
Iraq. However, one year before, in 1984, India's oil imports 
from Iran and Iraq was 2.4 million tonnes and 3 million tonnes 
rtspectively^ India had a declining trend in her oil Imports 
from Iraq and Iran since 1982 mainly because of Iraq-Iran war 
and also the import bill was reduced due to declining oil 
prices In the International oil markets. During the war India 
started to import a considerable part of Its total oil 
requirements from USSR, Nigeria and Saudi Arabia etc. By 
1988-89, India's total oil imports from Iran and Iraq was to 
the tune of fe. 109.4 crores and h. 134.13 crores respectively. 
The amount of petroleum products Imported from Iran and Iraq 
in 1988-89 were. 2,35 per cent and 2.88 per cent respectively of 
India's total Import. 
The crash landing oil prices after mid 1980s have sent 
shock-waves to all the oil exporting countries and of course 
to Iraq and Iran also. In the 1970s when oil price hike seemed 
limitless, it affected Indian economy adversely and our import 
bill from these countries ran sky-high. It compelled our 
policy makers to find some new variables to cope with the ever 
rising deficits in our balance of payments with Iraq and Iran. 
The oil Imports consumed about 85 per cent of India's 
remittances and export earnings from this region In the form of 
foreign exchange. During 1974-75 India had fe. 186 crores 
deficit with Iraq and it increased to fe. 865 crores in 1979-80 
and declined to only li. 336 crores In 1989-90. In India's 
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trade balance with Iran the deficit in these years was 
I&. 258 crores in 1974-75, ^. 1180 crores in 1980-81 and 
fe. 257 crores in 1989-90. In late 1980s due to rise in India's 
domestic production of petroleum on the one hand and declining 
oil prices (which is ranging from $ 15 to $ 20 per barrel) on 
the other hand have stabilised, to a certain extent, our 
balance of payment position. It gave India a much coveted 
opportunity to save foreign exchange. There is every 
indication that the prices of oil in the world market is not 
going to rise rapidly in the immediate future, even it is 
expected that when the embargo and transactions from Iraq will 
be lifted it will further deteriorate the world oil prices. 
In the light of the present oil glut and changing market 
opportunities in Iraq and Iran, it is desirable for India to 
explore the possibility of some barter or counter trade deals 
against oil imports. The foreign exchange crisis in Iraq and 
Iran as well as the current political and academic conditions 
of Iraq also provide a better opportunity for barter trade. 
The 1973-74 oil price hike considerably affected the 
world financial flows and accumulated It In few oil exporting 
countries and in that period their foreign exchange reserves 
increased significantly. The Gulf countries tried to utilise 
this financial wealth by extending aids and loans to other 
developing countries. However, India received a very small 
portion of aid from these countries. Although Iraq and Iran 
both extended few loan packages to India but that was almost 
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negligible in the context of India's large foreign-exchange 
requirements. Iraq and Iran both extended few loans to India 
in the form of oil credit and Mathura Refinery in India was 
established with a such type of help from Iraq. Iran agreed to 
provide a huge amount for the Kudremukh Iron Ore Project that 
also could not be materialised due to Iran's political and 
economic conditions during late 1970s. 
India was very much successful in project executions 
in Iraq. Both Indian public and private firms have been 
active in Iraq in civil engineering and mechanical erection 
project and have also made their presence felt in many turnkey 
projects. India has gained good reputation in Iraq in a very 
short span of time. During 1976-77 to 1980-81, Iraq's share 
in India's total project export was 66.1 per cent while that 
of Iran was only 2.8 per cent. Out of a value of fe. 1361.11 
crores projects in Iraq, civil construction projects were to 
the tune of 1^. 1345.7 crores^ turn-key projects valued Rb. 12.15 
crores and service and consultancy projects were worth of 
^. 3.26 crores. During the same time India completed a turn-
key project in Iran to the value of fe. 6.80 crores. This is 
the only project which India completed in Iran between 1976-77 
and 1980-81. 
During the period of Iran-Iraq war also, India was 
engaged in the largest number of projects in Iraq and there are 
many projects which have greater scope for India, like rail 
road projects, management and consultancy projects, creation of 
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defence and security infrastructure and establishment of such 
facilities like hotels, hospitals, power distribution, water 
desalination, airport development, port expansion etc. The 
project of agriculture and fisheries developments are also of 
greater significance for India. 
During the Iran-Iraq war, payment by Iraq to many 
Indian companies were considerably delayed. From 1983 various 
agreements have taken place to get payments from Iraq partly 
in form of crude oil, sulpher etc. In February 1983, 
outstanding amount which Iraq had to pay was $75 million. 
After the visit of Indian Commerce Minister to Iraq, the bill 
was reduced to $41 millions in June 1983. In the same year the 
government of Iraq made it very clear that for the non-priority 
projects, the Indian contractors had to finance the project 
themselves. For this purpose the Exim Bank of India concluded 
an agreement with the Central Bank of Iraq for the funding 
of ongoing Indian projects in that country and as a result 
different payment arrangements to the extent of $295 million 
2 
were finalised. 
After the cease-fire between Iraq and Iran in August 
1988, it was expected that Iraq will start its rebuilding 
1. Economic Trends, Vol. XII, No. 18, September 16, 1983, 
p. 86. 
2. Economic Trends, vol. XII, No. 17, September 1, 1983, 
_ p. 31. 
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pmcess of war-shattered economy and that would provide an 
excellent opportunity and scope for India's project exports in 
Iraq. Rebuilding of country's oil facilities, infrastructure 
like bridges and roads, heavy industry and agricultural 
projects were in the priority list of government. Amidst, all 
these process of economic reconstruction in Iraq, in which 
India expected to get a large share, a very new and strange 
incident took place in the region which shook the whole world. 
On August 2, 1990, Iraq invaded her neighbouring state Kuwait 
because of certain differences on oil policies. Iraq alleged 
Kuwait of stealing Iraqi Oil from common Rumaila oil field and 
also charged her of over production from the allotted OPEC 
quota and thus bringing an excess supply in the market which 
lowered the oil prices and caused several billion dollars loss 
to Iraq. After that, UN passed a number of resolutions and 
imposed trade transactions and total embargo on Iraq and 
finally okayed for military action on Iraq for liberating 
Kuwait. By this military action from allied forces which 
included almost all the Western powers as well as Egypt, 
Ssyria, Saudi Arabia and Moracco. By a one and half month long 
war against Iraq, it was forced to evacuate Kuwait- and finally 
Iraqi forces left Kuwait, and sovereignity of Kuwait was 
restored. 
Still today Iraq is not ready to accept all the 
humiliating conditions of cease-fire imposed by the UN and as a 
result the total embargo and trade transactions are still in 
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force on Iraq and US forces are present in Gulf to supervise 
the embargo on Iraq and also for defence of Kuwait. 
This Gulf crisis had adversely affected the Indian 
economy. Due to uncertainties in the Gulf region, the oil 
prices soared upto $ 35 per barrel for a short' period and 
destablised whole economy since a significant part of our 
total import depends on oil. During that period India bought 
huge quantities of oil from Iran, Saudi Arabia, Malaysia and 
Indonesia on the higher oil prices. On the other hand this 
crisis had made an adverse effect on India's exports to Iraq 
and Kuwait. Besides, payments for Indian projects in Iraq 
were to be made through crude oil supply to clear part of 
Iraqi payments to Indian contractors. These payments have 
been delayeddue to trade embargo on Iraq. According to a 
report published in the Statesman (New Delhi), it was estimated 
that over all impact of Gulf war on the balance of payment 
position is of the order of $ 2.8 billion over a 12 month 
period from October 1990, assuming oil prices at $ 25 a 
barrel. As the result of the Gulf War, normal exports to 
West Asian Countries and inward remittances from these 
countries were also adversely affected. Regarding Iraqi dues 
to Indian exporters in terms of deferred payment agreements 
signed in March 1990, with the government of Iraq, dues to the 
order of $ 85 million were expected to be realized during 
1990-91 through purchases of crude oil, from Iraq. However 
277 
untlll August 1990, dues to the tune of only $ 2.17 million 
3 
were realized and still Iraq is not in a position to pay 
these dues untill her petroleum exports are resumed. Indian 
Project exporters in Iraq have been the hardest hit by the Gulf 
war, and the companies which have been most affected are 
continental constructions, Som Dutt Builders, Ansals, Bhandari 
Builders, Bhagirath Engineering, Jai Prakash Associates, IRCON, 
RITES, NBCC and UNITECH etc. 
In the coming years, there seems a bleak future for 
Indian Construction Companies in Iraq since Iraq still has 
not paid a huge amount to Indian Project exporters and in 
recent future there seems no chance for that payment unless 
the UN embargo is lifted against Iraq. However, it is 
possible that when the things will normalize and Iraq will 
join the world community, she will start her reconstruction 
process of the war shattered economy although, initially with a 
tight financial position, but as the oil revenues will pour in 
the country the work might gain tempo. During that 
reconstruction process India may get some projects. The works 
may be started initially on future payment guarantees as India 
has already completed in Iraq under this agreement. In view 
of the massive requirements of Iraq, and India's close 
economic relations with it, India may provide liberal credit 
facilities to Iraq. 
3. The Statesman (New Delhi), February 24,1992. 
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India's relations with Iran also have improved in the 
past few years, and the economic cooperation between the two 
countries are being expanded. Although previously Iran has 
criticised India many times on issues like Kashmir and 
Pakistan, but now she does not show any interest either in 
Kashmir or in Pakistan. India can play a key role in the 
reconstruction of Iran in all sectors of her infra-structure, 
power railroads, ports, telecommunications etc. During the 
period of Iran-Iraq war also, India and Iran had signed a 
number of contracts for promotion of industrial and 
technological corporations and their prospects are still very 
high. The business opportunities for India and Iran are 
tremendous. The Iranians now invite the foreign capital on an 
100 per cent equity and also provide guarantee of total 
repatriation of capital and technology whenever the company 
wants. The established Indian Companies in the fields of 
power, rail roads, ports, telecommunication, small scale 
industries and undertakings, and various employment oriented 
rural development programmes should organise themselves to look 
at the opportunities in Iran. Mr. G.P. Hinduja, eminent Indian 
businessman, suggested In a statement, that India and Iran 
should work together for prosperity, stability and growth. He 
said that if the development and exploitation of the natural 
resources of the two countries could be jointly under taken, 
it would lead to the prosperity of both countries. 
4. The Hindustan Times, (New Delhi), February 13, 1991. 
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Addressing a meeting of the International Association 
for Energy Economies in New Delhi, the Iranian Deputy Minister 
of Mines and Metals, Mr. Shams Adekani proposed for a natural 
gas pipeline from eastern Iran through Pakistan to India at the 
cost of $ 11.75 billions. Although this programme has not 
been finalised, however it offers good scope for India to 
import the natural gas from Iran. According to him Iran would 
invest $ 3.25 billions in production facilities and its 
section of the pipeline. He estimated Pakistan's share of the 
gas at $4.3 billions and India's at $4.2 billions. 
Indian companies also have started to gain service and 
consultancy projects in Iran. Engineers India Ltd (EIL) has 
signed a fe. 12.15 crores ($4.5 million) contract to provide 
project management consultancy for the fertilizer project at 
Khorasan Petrochemical Complex in Iran. Apart from Korasan 
Project, EIL has a fe. 45.9 crores ($ 17 million) project 
management consultancy contract at the Tabriz Petrochemical 
Complex and a Rs. 40.5 crores ($ 15 million) general service 
agreement with the National Petrochemical Complex. 
Economic and Commercial Report for the Month of January 
& February, 199071 Embassy ol India (Commercial 
Section) Tehran, Iran, April 3, 1990. 
Business and Political Observer, February 4, 1992. 
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Thus, it could be concluded from the foregoing argu-
ments that despite geographical proximity, its excellent past 
records of friendship and many other advantages, India was 
very slow in catching up the wind in the concerned markets. 
Even after the growing importance of the region for so many 
reasons was realised, measures were taken quite haltingly and 
hesitatingly, India has certainly, not exploited fully the 
opportunities available in Iraq and Iran during the past two 
decades, however, it has been trying to modify and renew the 
trade links with Iraq and Iran. Fresh efforts are being made 
to make the utmost effort to diversify the existing links and 
deepen the existing relationship by establishing and renovating 
the joint commissions, sending delegations and teams of experts 
in various fields to explore the possibilities of new areas of 
cooperation with Iraq and Iran. 
Iran started her reconstruction of the economy after 
the Iran-Iraq war, although with a tight financial position. 
India received few consultancy and service project in Iran 
during the reconstruction process of the economy. It should 
try to get civil construction and turn-key projects in Iran, 
since India has a long overseas experience in this field. 
India got maximum number of projects in Iraq during the past 
two decades and it was a good reputation of work execution in 
Iraq. It is expected that when embargo against Iraq will be 
lifted, it will again provide an opportunity, though initially 
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at a lower scale, to India for the execution of construction 
projects. India should keep a vigil on the political upheavls 
in the region and act promptly to show her presence there. 
In order to explore and execute new contracts and projects, 
apart from maintaining the export of traditional and industrial 
items and to meet the cut-throat competition in other areas of 
supplies, fresh marketing efforts will have to be made on a 
war-footing and quick follow-up taken to obtain an increasing 
share in the current purchases and other development programmes 
of these two leading countries of Gulf region. 
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